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1 CHAPTER 1: INTRODUCTION 
1.1 Context of the study 
1.1.1 Edible oil and oilseeds 
 
Edible oil and oilseeds occupy an important position in the 
overall food complex. A good source of protein and fat, 
edible oil has traditionally assumed a weight of 8 to 10% 
in expenditure on food consumption (Consumer Price 
Index for Industrial Workers: weight of edible oil is 5% and 
weight of total food consumption is 50%). Oil meal 
(residue after oil is expelled from oilseeds) is the most 
important component of cattle and poultry feed after grass 
and maize respectively.  
 
Oil has two sources: Seeds and Fruits or branches of 
fruits. Major oilseeds are soybean, rapeseed, cottonseed, 
groundnut and sunflower, and major fruits and branches 
used for oil extraction are palm and coconut. Popularity of 
 8 
a source of oil is related to demand of its outputs and 
cost-effectiveness in its production. Soybean has wide 
acceptance as a rich source of protein. Its meal is also 
most popular poultry feed and content of cattle-feed due 
to high protein content. Soybean has shown consistently 
better returns for a given acreage of land in geographies 
favourable for its cultivation. USA and Latin America have 
patronised soybean in a big way and it has therefore 
become world's favourite oilseed since last two decades. 
The following chart illustrates the major sources of edible 
oil in the world: 
Cottonseed 3.99%
Palm 30.24%
Palm Kernel 3.66%
Rapeseed 14.47%
Soybean 29.65%
Sunflower 8.96%
Major sources of edible oil in the world in quantity - 2006-07
Coconut
Cottonseed
Olive
Palm
Palm Kernel
Groundnut
Rapeseed
Soybean
Sunflower
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Palm has become popular on account of exceptionally 
high productivity (per hectare oil production of 2.94 tons 
against 0.34 tons for oilseeds), low cholesterol content 
and very low cost of cultivation. Covering around 5 to 10 
% of area under oilseeds, palm oil makes up more than 
27% of total oil output. The production is concentrated in 
South East Asia, mainly Indonesia (largest edible oil 
producer in the world) and Malaysia.  
 
Rapeseed/mustard has concentration of its production in 
Europe and India. Cottonseed, groundnut and sunflower 
have concentration in Asia (China, Indian subcontinent) 
and USA.  
 
The following chart sums up major oil producing countries 
of the world: 
 10 
 
1.1.2 Market for oil and oilseeds 
 
Edible oil production has grown consistently by around 4 
% for last four and half decades, while area under oil-
crops has grown by 1.55%. The increase therefore is 
more due to rise in productivity. The rise in productivity 
can be mainly attributed to crops like palm which have 
higher oil content per hectare and improvement in farming 
techniques (all, irrigation, inputs and implements) in oil 
producing areas.  
EU-15 12.17%
U.S.A. 12.81%
Argentina 5.28%
Brazil 6742
China PR 13.37%
India 5.15%
Indonesia 9.18%
Malaysia 11.63%
Others 15.38%
Major edible oil producers by volume (mn MT) 2002-03
EU-15
Centre Europe
Ex-USSR
U.S.A.
Argentina
Brazil
China PR
India
Indonesia
Malaysia
Japan
Pakistan
Philippines
Others
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Demand for oil is strongly linked to income and population 
growth. Different authors estimate income elasticity of oil 
consumption to 0.8 to 0.6 (meaning, oil consumption in 
quantity would rise by 0.8% for 1% rise in per capita 
income). Population and per capita income have grown 
and would continue to grow by at least 2% each per 
annum for coming five to six decades, projecting steady 
growth in oil demand of 3 to 5 % per annum.  
 
With rise in crude oil prices, a new dimension has been 
added to growth in edible oil demand. Crude oil and gas 
reserves, discovered till date, are expected to last for 
three decades, while demand will continue to grow at the 
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rate of population + economic growth (around 3 to 4%) 
indicating a supply crunch 
(http://www.scaruffi.com/politics/oil.html).  
 
The apprehensions have proved real with rise in crude oil 
prices by more than 75% in last one year (www.oil-
price.net). This has increased attractiveness of bio-fuels. 
Most sources of bio-fuel originate/compete with area 
under edible oil crops. In the year 2006, out of World 
Consumption of almost 120 million tonnes of the major 
oils and fats, almost 9 million tonnes was directly linked to 
energy. Mandatory Blending makes this demand stable 
and long term (Solvent Extractors' Association of India). 
The demand of oil would hence rise consistently.  
 
Supply of oil has so far kept pace with the rising demand 
– both registering a growth of around 20% over last five 
years. Popularity of soybean is rising in countries like 
China and India, thereby increasing area under soybean. 
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Palm oil has also seen some expansion in area as well as 
yield in South East Asian countries.  
 
Supply of edible has considerable dependence on climatic 
conditions in oil producing countries as exports from major 
producers account for more than 35% of total production. 
An upheaval of even 10% in Americas and South East 
Asia can cause huge repercussions on world supply 
situation and prices. Except for palm, no other source of 
oil has seen considerable expansion in acreage. Higher 
prices of wheat and pulses due to world-wide supply 
crunch have increased their attractiveness vis-à-vis 
oilseed crops. Closing stock of oil (surplus of production 
over consumption has been more or less constant since 
last five years (at around 7% of total production in 2006-
07). Therefore climatic conditions are likely to have 
greater impact on supply and prices than previous years.  
 14 
 
1.1.3 Edible oil scenario in India 
 
Indian vegetable oil economy is world's fourth largest after 
USA, China and Brazil. Major oils consumed in India are 
as follows: 
 
 
Imports constitute a large part of domestic vegetable oil 
supply and due to slower growth in domestic supply, are 
likely to grow further in importance. The scenario also 
shows its impact on consumption pattern. Palm (almost 
entirely imported in crude form) and soybean (partly 
 15 
imported in crude form) form the largest part of oil 
consumption (more than 50%). 
 
Crude palm oil, followed by crude soybean oil forms the 
largest component of oil imports, the rest being refined 
varieties of the same oils.  
 
 
India is a rapidly growing economy, with per capita 
income registering a growth rate of more than 5% in last 
three to four years. The population is also growing at 
around 1.8% annually and is not expected to stabilise 
before 2050. Energy consumption is also set to expand at 
 16 
around 4% per annum. Edible oil consumption in India is 
hence set to see considerable rise of at least 80% in next 
two decades. Against consistent increase in demand in 
last five years (refer illustration 910, production of edible 
oil has shown erratic and oil specific growth. The jerks in 
domestic production are absorbed by oil imports as seen 
in figure below (regarding components of oil supply).  
 
Oilseed cultivation is undertaken across the country in two 
seasons, in about 26 million hectares; mainly on non-
irrigated marginal lands. Yields are rather low at less than 
one ton per hectare (around one third of global average). 
India's oil production is distributed across rape/mustard, 
soybean, cottonseed, groundnut and rice bran oil, with 
rape/mustard forming the largest chunk. Seed production 
is concentrated in semi-arid region of the country. Kharif 
(monsoon) season accounts for around 60% of total 
production (soybean, groundnut, cottonseed, sunflower 
and rice-bran are Kharif crops and mustard is Rabi, i.e. 
winter crop).  
 17 
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Andhra Pradesh 5.34%
Gujarat 10.91%
Madhya Pradesh 23.08%
Maharashtra 14.84%
Rajasthan 22.44%
Haryana 4.40%
Others 18.99%
Major oilseed producing states in India in quantity- 2006-07
Andhra Pradesh
Gujarat
Madhya Pradesh
Maharashtra
Rajasthan
Haryana
Others
 
 
 
Production of oilseeds depends on a number of factors 
like farmer's decision to allocate land; the price that he is 
likely to receive for the produce; rain fall, availability of 
improved seeds; water facilities in the summer season; 
government subsidy programmes; prices of fertilizers and 
pesticides and above all relative profitability of oilseeds 
over different competing crops. Production of oilseeds is a 
periodical activity (annual basis) and farmers sell most of 
their produce soon after the harvest. This is largely 
because of lack of storage facilities and withholding power 
etc. On the other hand, the edible oil supply is continuous 
 19 
through the year and its flow in the market depends on 
various factors like oilseeds production, traders' profit 
margin, their speculative operation and the government's 
indirect measures to control prices, etc. The edible oil 
more essential commodity than oilseed and it is the edible 
oil price that determines the oilseed prices in the market. 
Thus from the point of view of consumers it is edible oil 
economy which is of great concern rather than oilseeds 
economy. Thus, the understanding of oils and oilseeds 
economy requires the knowledge of interrelationship of 
market forces viz., supply, demand, price, controls, etc.  
Production of oilseeds in India – 2001-02 to 2006-07
Annual supply of oilseeds (except cottonseed) in '000 tons
Source 2001-02 2002-03 2003-04 2004-05 2005-06 2006 -07 Overall trend
161.4 125.6 161.5 220.94 204.1 126.2 -21.81% 23.59%
Gujarat 363.5 168.3 566.5 298.69 468.2 257.6 -29.13% 40.98%
456.8 314.4 558.6 479.77 572.19 545.2 19.35% 19.77%
Maharashtra 222.6 235.6 295.3 274.41 337.3 350.4 57.41% 18.21%
312.9 175.5 399.5 554.11 596.46 530 69.38% 38.03%
80.7 71.2 99 84.05 82.52 103.9 28.75% 14.07%
Others 468.3 393.2 448.6 523.38 537.02 448.6 -4.21% 11.33%
India 2066.2 1483.8 2529 2435.35 2797.79 2361.9 14.31% 20.02%
Coefficient of 
variation
A ndhra P radesh
Madhya 
P radesh
Rajas than
Haryana
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1.1.4 Policy related to edible oil and oilseeds and 
pursuant scenario 
1.1.4.1 General tenets of policy 
 
Edible oil is an essential commodity as per the Essential 
Commodities Act. Considering its weight in overall food 
consumption, most consumers are sensitive to rise in oil 
prices. On the other side, over a million farmers are 
engaged in cultivation of oilseeds. Oilseeds have 
emerged as a source of decent income in semi-arid areas 
of the country, across Rajasthan, Madhya Pradesh, 
Gujarat, Andhra Pradesh, Karnataka and Maharashtra. 
The Government therefore has to ensure: 
a) Stable and low prices of edible oil and 
b) Consistent returns to farmers engaged in oilseed 
cultivation 
 21 
The tools used are adjustments in import duty and 
minimum support prices. As described in table below, the 
Government has considerable leeway in adjusting import 
duty. Palm oil is currently the cheapest oil available in 
India. If the Government adjusts duty to its peak level, the 
price would almost double and would exceed even that of 
groundnut (traditionally, the most expensive commonly 
consumed edible oil). This duty is adjusted based on level 
of domestic supply so that the price rise in oil can be 
tamed at a level consistent with general price level. To 
compensate farmers in years wherein cost of production 
exceeds realisation, the Government intervenes through 
NAFED and purchases seeds at Minimum Support Price 
(MSP) determined by Commission on Agricultural Cost 
and Prices (CACP) based on a number of factors, chief 
among them being cost of production.  
 
Oilseed market prices have almost always been above 
MSP, except for mustard in the year 2002-03, when the 
 22 
Government intervened to purchase around 19% of total 
mustard seed production.   
 
The quality of output is governed by Weights and 
Measures Act and Prevention of Food Adulteration Act. 
Sale of edible oil under a brand name requires registration 
of the brand under Agmrarks Act. Crushing of traditional 
oilseeds viz. groundnut, mustard, seasum seed and copra 
are reserved for small scale industry. This limits 
investment in plant and machinery at Rs. 10 million. The 
limit indirectly caps production capacity. The sector is 
therefore considerably disintegrated across more than 
20,000 small and medium sized units.  
Market price versus MSP for oilseeds in Rs. per ton
Years 1996 1997 1998 1999 2000 2001
Groundnut
Market price 18939 18731 19931 NA NA 12986
MSP 9200 9800 10400 11550 12200 13400
Soyabean
Market price 11568 10673 8569 8555 9497 10318
MSP 6600 7100 7500 8000 8200 8400
Rape/mustard
Market price 13123 11972 18090 14310 12134 13046
MSP 8900 9400 10000 11000 12000 13000
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1.1.4.2  India's oilseed and product tariffs 
 
India's applied tariffs for soybeans and products—as well 
as other oilseeds and products—are high by global 
standards. For soybeans, for example, India's seed, meal, 
and oil tariffs are all sharply higher than for any of the 
world's major producing and consuming countries. The 
principal reason for India's high tariffs is to protect the 
welfare of oilseed producers, most of whom are small-
scale, limited resource farmers operating under conditions 
of erratic rainfall. Although India's soybean and product 
tariffs are higher than for other major countries, it is 
common for soybean producing countries, including the 
United States, to provide tariff protection for their soybean 
and product sectors. For nearly all major producers, the 
common pattern of protection is to place higher tariffs on 
products than on raw materials, thus supporting higher 
margins for processors than without protection. As a 
result, tariff policies play a role not only in where 
 24 
soybeans are produced, but also where they are 
processed. 
Oil Bound Rate Prevaling Rate 
Palm Oil 300.00% 46.50%
300.00% 75.00%
75.00% 75.00%
Soybean Oil 45.00% 45.00%
Sun, Cot ton 
& Others 
Rapeseed Oil 
 
1.1.4.3 Meal trade 
 
India is the fifth largest exporter of both soybean meal and 
total oil meals, although its exports trail those of the major 
global suppliers—Argentina, Brazil, and the United 
States—by a wide margin. Indian soybean meal is more 
competitive in world markets in terms of both quality and 
price than other domestically produced meals. Because 
soybeans (and sunflower seed) have been cultivated in 
India only since the 1970s, they are processed in 
relatively modern, small- and medium-scale solvent 
extraction facilities. Indian soybean meal is competitive in 
small, regional markets that favor India‘s bagged, as 
opposed to bulk, product. The once strong growth in 
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India‘s exports of soybean meal has slowed due to 
expanding domestic feed use and slower growth in 
soybean production. 
 
Rapid growth in demand from domestic poultry meat and 
egg producers has increased domestic soybean meal 
prices relative to world prices, reducing their 
competitiveness in world markets and their appeal to 
exporters.  
 
1.1.4.4 Oilseed trade 
 
India is not a significant trader in oilseeds for processing. 
Oilseed imports are restricted by both a 30-percent tariff 
and by non-tariff barriers. Imports of genetically modified 
oilseeds are not permitted unless approved by the 
Government‘s Genetic Engineering Approvals Committee 
(GEAC). The GEAC currently has no policy that would 
permit such approvals. In addition, a 2002 Plant 
Quarantine Order requires that shipments be certified free 
 26 
of certain pests or that seeds be ―devitalized.‖ At present, 
the only permissible means of ―revitalization‖ is to 
mechanically split the seed, a process that adds 
considerable cost and, if done at the point of origin, would 
lead to unacceptable deterioration in quality during transit. 
 
1.1.4.5 Oilseed production  
 
India produces a broad range of oilseeds, ranking among 
the world‘s largest producers of peanut, rapeseed, 
soybean, cottonseed, and a number of minor oilseeds. 
Oilseed yields, however, remain well below world 
averages, with limited success in sustaining productivity 
growth. Government policy gives priority to protecting 
oilseed producers by placing quantitative restrictions or 
high tariffs on imports of oilseeds and products. 
 
India‘s average yields for major oilseeds are 40-60 
percent below world averages and, with the exception of 
the 1980s, have been growing at a substantially lower 
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rate. Most oilseeds are grown by small-scale, limited- 
resource farmers in areas that are dependent on erratic 
monsoon rainfall, with only about 24 percent of oilseed 
area irrigated. Faced with considerable weather-related 
risk, oilseed producers invest little in improved seeds, 
fertilizer, and pesticides. Oilseed farmers also face 
considerable price risk because the minimum support 
prices set for oilseeds are typically either too low to 
influence market prices or are not adequately defended by 
Government purchases. Government initiatives to extend 
credit and technology to oilseed producers, including the 
1988-94 Technology Mission on Oilseeds, have had very 
fleeting impact. 
 
Soybeans and rapeseed are the two oilseeds that may 
have the most potential for improvements in area, yield, 
and production. Soybean area continues to expand 
outside the traditional area of Madhya Pradesh into the 
neighboring areas of Rajasthan and Maharashtra, where it 
competes for land with other dry-land crops, including 
sorghum, millet, and pulses. Returns to soybean 
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cultivation are helped by strong demand for soybean meal 
and by excess capacity in solvent extraction, which 
creates some competition for supplies of raw material. 
Rapeseed, grown in the winter often in competition with 
wheat, is the most heavily irrigated of all the oilseeds, with 
about 63 percent of area irrigated. Rapeseed area and 
yield increased during the 1980s and early 1990s when 
high prices boosted plantings on irrigated land. Rapeseed 
production was slowed by large hikes in wheat MSPs 
during the late 1990s, but higher oil tariffs and lower 
relative wheat prices could now stimulate another 
expansion of output. 
 
1.1.4.6 Producer price policy 
 
The MSP system has had little impact on oilseed prices, 
which are formed primarily by trade policy and domestic 
and world market prices for oilseeds and products. With 
India‘s large-scale imports, domestic prices for edible oils 
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are linked closely to tariff-adjusted world prices, although 
domestic supplies affect prices during the harvest period. 
 
Similarly, domestic prices of traded oil meals are linked to 
world prices and domestic seasonal factors, although 
some meals are often priced below world levels. With 
oilseed imports restricted by tariff and non-tariff barriers, 
domestic oilseed prices are shaped largely by the prices 
of their derivative products, their respective oil and meal 
extraction rates, and processing costs. Historical trends in 
prices for oilseeds reflect the impact of trade policy. 
Oilseed prices tended to rise relative to other crops 
through the early 1990s when vegetable oil imports were 
restricted, then decline following the liberalization of oil 
imports. Oilseed prices have turned up in the early 2000s, 
reflecting oil tariff hikes during 2000-2002 and, possibly, 
the impact of higher oilseed MSPs. 
 
Although oil and oilseed tariffs emerged as primary policy 
instruments during the 1990s, it is unclear how effectively-
and how efficiently-higher tariffs can achieve the avowed 
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policy objectives of supporting small oilseed producers 
and reducing dependency on oil imports.  Because oil 
accounts for the smallest physical fraction of the oilseed—
ranging from 18 percent for soybeans to 40 percent for 
sunflower—the impact of oil tariffs on the oilseed price is 
also proportionally small. Benefits to producers are further 
reduced if processors and traders fail to transmit the full 
impact of the oil tariff into the oilseed price. Another 
constraint is that high oil tariffs place most of the 
proportionally large cost burden of supporting oilseed 
producers on India‘s mostly low-income consumers. 
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1.1.4.7 Oilseed Processing 
 
The Indian oilseed processing sector is characterized by a 
large number of relatively small-scale, low-technology 
plants and substantial excess capacity. The structure of 
the industry has been heavily influenced by Government 
policies that have: regulated plant scale, capital intensity, 
and oilseed/product marketing; provided incentives for 
building new capacity; and prevented imports of oilseeds 
for processing. Also shaping the industry has been a 
domestic demand preference for crude traditional oils, 
weak effective demand for quality feed protein, and 
diverse and erratic supplies of domestic oilseeds for 
processing. 
 
The Indian oilseed processing industry includes three 
major processing technologies: (1) traditional mechanical 
crushing, or expelling, used for oilseeds with relatively 
high oil content; (2) solvent extraction for processing 
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oilseeds and expeller cake3). The traditional mechanical 
crushing industry has two segments: the very small-scale 
―ghanis‖ and the small-scale expellers. The processing 
industry also includes oil refining sector, which primarily 
refines domestic solvent- extracted oils and imported 
crude and solvent-extracted oils, and a ―vanaspati‖ 
(hydrogenated oil) sector that refines and hydrogenates 
domestic and imported oils. 
 
Each segment of India‘s oilseed processing industry has 
small capacities and low technical efficiency compared 
with other major processing countries. On average, India‘s 
solvent extraction plants are about one-sixth the size of 
those in the United States and the EU and use 
significantly more power, steam, and hexane solvent per 
unit of oilseeds processed. Even India‘s largest integrated 
expeller-solvent extraction plants are small and high-cost 
by international standards. Indian processing units also 
have more excess capacity than units in other major 
processing countries. On average, Indian expeller and 
solvent extraction plants operate only around the 
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domestic raw material harvest, or plants operate only 
around the domestic raw material harvest, or at about 30-
40 percent of capacity. This contrasts with capacity 
utilization rates of 92-96 percent for U.S. plants (Reca, 
2003). Low rates of capacity use compound relatively 
poor technical efficiency and further increase the average 
and marginal costs of processing raw materials, because 
fixed costs must be recouped over fewer units of output. 
 
Additional inefficiency arises because some processes 
are not well integrated. While it is common to see an oil 
refinery and/or vanaspati unit combined with a solvent 
extraction plant, expeller units are often not integrated 
with solvent extraction units. As a result, oil and meal 
production is lost because significant amounts of expeller 
cake are not solvent-extracted. In addition, the costs of 
solvent-extracting the expeller cake rise, and processing 
delays reduce the quality of the oil and de-oiled cake. 
 
India‘s oilseed processors are able to operate profitably 
despite their high costs largely because of the high border 
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protection afforded to vegetable oils. In addition, because 
the price of oilseeds is determined by the cost of 
processing—together with the market value of the derived 
oil and meal—high processing costs dampen oilseed 
prices, partially offsetting benefits to producers from 
India‘s tariffs on oilseeds and oils. 
 
In the short run—with existing processing capacity and 
low capacity use—India‘s processors operate their plants 
at a level where average costs are high. They can reduce 
unit processing costs by increasing capacity use. In the 
long run, costs can drop further if larger, more technically 
efficient plants are built and can operate at high levels of 
capacity use. Lower processing costs would create a 
stream of benefits to processors that could be shared with 
producers (in the form of higher oilseed prices) and 
consumers (in the form of lower oil prices). 
 
The fragmentation, low technical efficiency, and excess 
capacity of India‘s oilseed processing industry are largely 
the result of government regulatory and trade policies: • 
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Plant scale restrictions. Under the Small Scale Industry 
(SSI) reservation policy, expelling of peanut, rapeseed, 
sesame, and safflower oils is restricted to units with 
investment of Rs 0.5-7.5 million ($10,000- $170,000), 
effectively restricting capacities to units small by 
international standards. In addition, firms that manufacture 
oilseed crushing equipment are subject to the same scale 
limits, restricting use of more modern technology. These 
restrictions do not apply to the processing of soybeans or 
sunflower seed, or to the manufacture of solvent 
extraction equipment, so these commodities are 
processed in relatively large units.  
 
Movement and storage restrictions:  
The central and state Governments have the authority, 
through the Essential Commodities Act (ECA) and an 
array of control orders, to regulate and restrict movement 
and storage of farm commodities, including oilseeds and 
products. These regulations are now seldom enforced, but 
remain a source of risk that reduces incentives to invest in 
larger or vertically integrated units. 
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Selective credit controls:  
Oilseed processors face restrictions on the availability and 
cost of credit from commercial banks for storage of 
oilseeds and oils. The regulations raise the cost of credit 
and further limit the size and capacity use of processing 
firms. 
 
Restrictions on oilseed imports:  
Tariff and nontariff barriers to oilseed imports limit 
average capacity use in the processing industry to what 
can be achieved from low and variable domestic 
production. This raises average processing costs. 
 
Taxes and tax incentives:  
Oilseeds and products are subject to taxes at the point of 
sale and—if transported across state borders—to 
turnover, entry, and central sales taxes. These taxes raise 
the cost of operating larger enterprises that assemble raw 
materials or transport products across state borders. 
Central, state, and local governments also provide tax 
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exemptions and other tax incentives to promote 
construction of new processing plants, particularly in 
backward areas. This contributes to excess processing 
capacity and to the location of plants where they are not 
economically viable or sustainable (World Bank, 1997). 
 
Futures trading restrictions:  
From the 1960s until very recently, futures trading in 
nearly all oilseeds and products was illegal and oilseed 
processors were unable to legally use futures contracts to 
manage price risk. The recent legalization of futures 
trading may eventually provide an effective risk 
management tool but, at present, traded volumes remain 
small. 
 
Industry consolidation:  
The last several years have witnessed a trend toward 
consolidation of ownership of oilseed processing units by 
larger domestic and multinational companies. The trend 
appears to be driven partly by short-term factors, 
particularly financial distress in the industry following 
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several poor harvests. But these larger players are also 
responding to the potential for cutting costs and 
increasing profitability, as well as the appeal of 
participating in a large and expanding market. Key to 
larger players‘ efficiency advantage is the cost of 
investment and operating capital. Multinational and large 
domestic firms typically have access to capital near the 
London Inter-Bank Offer Rate (LIBOR), which has 
averaged between 1 and 4 percent over the last 3 years. 
In contrast, domestic firms must borrow commercially at 
rates ranging from 14-16 percent for smaller firms to 8-10 
percent for larger ones. As a result, the consolidating 
companies will be better able to acquire and store raw 
material and boost capacity use rates. Consolidating firms 
are also likely to achieve cost savings by establishing 
backward (to primary markets or farmers) and forward (to 
wholesaling and retailing) links. They may also have the 
advantage of investing in larger, more efficient solvent 
extraction plants. Consolidating firms face risks from 
enforcement of movement or storage restrictions under 
the ECA, as well as higher costs from taxes on interstate 
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movements. So far, these factors have not been 
significant deterrents to consolidation. It is not yet clear 
how significant the consolidation trend will become, but it 
could lead to closure of some surplus capacity as smaller 
firms with high operating costs and low capacity use find it 
difficult to compete. 
 
Future trends in India‘s production, consumption, and 
trade in oilseeds and oilseed products are likely to be 
shaped by changes in domestic and border policies. 
Current policies appear not to be achieving stated policy 
goals of benefiting small farmers and reducing import 
dependence. They are, however, imposing large costs on 
consumers and creating an inefficient processing sector. 
Eventually, pressures to improve the performance of the 
sector, combined with rising demand for animal products 
and feed protein, are likely to lead to policy reform in the 
oilseed sector. 
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1.2 Object of the study 
 
In the context discussed above, the present study intends 
to examine the direct and indirect impacts of economic 
liberalization on agricultural and specifically edible oil 
seeds sector and to identify the role of WTO and the 
government in meeting the emerging challenges. The 
main objectives of the study are as follows:      
 
 (1)   To study the oil seeds sector having an integrated 
view of supply responses, market behavior, impact of 
WTO in production, consumption and prices; 
 (2)  To study the development of oil seeds, its economy, 
scientific aspect in India; 
 (3)   To study the safeguards measures, rules, 
regulations; 
 (4)   To analyse the nature, pace and extent of economic 
liberalization and globalization in rural sector; 
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(5)  To make a critical assessment of the direct and 
indirect impacts of economic liberalization on oil seeds 
sector; 
(6)  To examine the possible role of WTO on policy frame 
work and laws in India;     
(7)  To study the pace of progress and pattern of both 
the macroeconomic reforms and sectoral reforms in 
general and rural sector in particular oil seeds. 
 
Present study is organized into six chapters. The contents 
of each chapter are briefly outlined here. Chapter 1 
outlines the objectives and scheme of the study after 
presenting the salient features of the oil and oil seeds 
economy of India, consisting of supply, demand, prices, 
exports, imports of major edible oil and oil seeds. Chapter 
2 deals with the detailed study of the edible oil seeds in 
India. Chapter 3 presents simple theoretical background, 
structure and functioning of the WTO. Chapter 4 and 5 
discuss protective measures and safeguard measures 
respectively as parts of WTO framework. Chapter 6 sums 
up relevant provisions of WTO and their impact on oilseed 
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economy of India. It also suggests ways in which interests 
of the members of the domestic oilseed economy, viz. 
farmers, processors and consumers can be safeguarded 
against negative fallouts of WTO.  
 
1.3 Research Methodology 
 
The scholar has adopted the doctrinal research 
methodology for the present research problem.  
 
(A)  Internet 
Internet is the best and the biggest source of information. 
Besides the official internet site of World Trade 
Organisation: http://www.wto.org,  plenty of information,  
primary as well as secondary in nature is available at the 
sites of World Bank, ITC / UNCTAD, United Nations, 
EU,IMF,OECD, International Centre for Trade and 
Sustainable  Development ( Geneva ) etc. Most of the 
information could be downloaded from these sites directly. 
Many sites also list Studies and Working Papers which 
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also could be requested from these institutions. One may 
also visit site of Ministry of Commerce - 
http://www.nic.in./commin and www.indiastat.com for rich 
data on production, import, export, etc. with respect to 
oilseeds.  
 
(B)  Books 
Business guide to the Uruguay Round (Published jointly 
by - International Trade Center UNCTAD/ WTO and 
Commonwealth Secretariat), some more books are 
mentioned in bibliography.  
 
(C)  Departments/ Institutions  
(i)  Information Division, World Trade Organization rue 
de Lausanne 154, CH- 1211 Geneva 21 Switzerland 
(ii)  Special Secretary, Ministry of Commerce Udyog  
Bhawan, New Delhi 
(iii)  Indian Institute of Foreign Trade Qutub Institutional 
Area, New Delhi  
(iv)  Federaion of Indian Micro and Small & Medium  
Road Enterprises,B4/161, Safdarjung Enclave, New Delhi 
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(v)  Academy for Business Studies 24/4866 Ansari road, 
New Delhi 
(vi)  Rajiv Gandhi Institute for Contemporary Studies 
Jawahar Bhavan, Dr. Rajendra Prasad Road, New Delhi-
110001  
 
The important variable in this study are acreages, 
production, and of major edible oil seeds crops, farm, 
harvest prices, wholesale and retail oil seeds and oil 
prices, rain fall during sowing and growing season, 
technical variables like fertilizer consumption and 
percentage of irrigation, per capita income, estimates of 
population, exports and imports of oils and oil seeds and 
against illegal traders/oil millers. All the variables used in 
the study relate to national level of aggregation.   
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2 CHAPTER 2: OILSEEDS IN INDIA 
2.1 Groundnut 
 
Common Name: 
Groundnut, Peanut, Monkey-nut, China Badam 
(Assamese), Cheenabadam (Bengali, Oriya), Nelashanga 
(Telugu), Nilakadal (Tamil, Nilakkadala (Malayalam) 
Kadale Kayl (Kannada), Mungphali (Hindi, Punjabi), 
Bhoising (Gujarati), Shengdana, Bhuimug (Marathi) 
 
Botanical features 
Family   :  Leguminosae 
Subfamily   :  Papilionaceae 
Genus   :  Arachis 
Species   :  Archis hypogaea Linn 
Subspecies   : Hypogaea: 
Var   : Hypogaea (Virginia); 
Var   :  Hirsuta (Perruvian runner) 
Fastigiata   : 
Var   :  fastigiata (Velencia); 
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Var   :  vulgaris (Spanish) 
 
Varieties: 
Varieties  
Duration 
for matu- 
ring 
Rainfed 
condition 
yield 
(kg/ha) 
Irrigation 
condition 
yield 
(kg/ha) 
Buch / Erect  3-4 months — — 
Semi-spreading — 1200-1400 >3000 
Spreading/Runner  4-6 months 800-1000 — 
 
 
Cultivation conditions: 
Irrigation; Rainfed:  Rainfall 500 - 1200 mm (400-500) 
at flowering, pod development stage) 
Optimum Temp.  :  25 - 30°C 
Soil    :  Sandy loam, black soil with good  
Drainage, slightly acidic (pH 6.0 - 6.5) 
Sowing Season in India: 
Rabi:  January - March 
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Kharif:  May - June; (August-September - if monsoon 
is delayed).Sowing and Harvesting  
 
Seasons of groundnut in major growing states: 
 
State Sowing  Harvesting  
Andhra Pradesh  May-Oct.  Sep-Jan.  
Bihar  Jul.-Aug  Dec.-Jan.  
Gujarat  Jun.-Jul  Sep.-Nov.  
Haryana  Jun.-Jul.  Nov.-Dec.  
Himachal Pradesh  Jun.  Oct.  
Karnataka  Jun.-Aug.  Sep.-Dec.  
Madhya Pradesh  10th Jun.-Jul.  21st Sep.-15th Nov.  
Maharashtra  Jun.-Jul.  Sep.-Dec.  
Orissa  Jun.-Jul.  Nov.-Dec.  
Punjab  Jun.-Jul.  Nov.-Dec.  
Rajasthan  Jun.-Aug.  Oct-Dec.  
Tamil Nadu  Jan.-May  Apr.-May  
 Jul.-Oct.  Oct.-Jan.  
Uttar Pradesh  May-Jul.  Oct.-Dec.  
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All-India  May-Aug.  Sep.-Jan.  
Source: Ministry of Agriculture 
 
Composition and Quality in Whole Seeds of Groundnut 
Genotypes Utilisation Pattern in India 
 
Oil Extraction   -  81% 
Seed Purpose   -  12% 
Direct Consumption  -  6% 
HPS Exports   -  1% 
 
 
Character 
Virginia 
runner 
Virginia 
bunch 
Valencia 
bunch 
Spanish 
Oil (%)  47.2  51.4  47.2  48.7  
Protein (%)  23.6  23.0  23.7  22.9  
Soluble 
sugars (%)  
11.6  9.8  7.9  9.8  
Oil quality 
Iodine Value 
96.2  95.4  98.4  96.3  
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(I.V)  
Oil stability 
index (O/L)  
1.6  1.5  1.1  1.3  
Nutritional 
quality index 
(L/SFA)  
2.1  2.2  2.4  1.8  
 
India ranks no. 1 in area under cultivation and no. 2 in  
production, but the productivity is almost 1/3rd that of 
USA. India accounts for 40% of world area & 30% of 
world output of Groundnut. 
 
Post-harvest Precaution: 
 
Optimum conditions for aflatoxin production are 25- 30°C 
temperature and 85% relative humidity in the atmosphere. 
Fungus grows only when the moisture content of the 
seeds exceed 9% in the shell or 16% in the kernels. 
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Groundnut Seeds: 
200gms. of nuts are recommended as dietary allowances 
of minerals as per FAO. The reported ranges of values for 
the different parts of the nut grown in various countries of 
the world are as follows (% dry basis): shell (pericarp or 
hull), 21-29; testa (skin), 1.9-3.2; germ (embryo or heart), 
2.11-3.6; and kernel (freed from testa and germ), 68.9-
72.4). Oil content of seed varies from 40-45%, depending 
on the type & variety. 
 
2.2 Sesame 
Common Name:  
Sesame, Sesamum, Gingelli, Sim-Sim, Til (Assamese, 
Bengali, Marathi, Hindi, Punjabi, Rasi (Oriya), Nuvvulu 
(Telugu), Ellu (Tamil, Malayalam), Tal (Gujarati) 
 
Botanical features: 
Family   :  Pedaliaceae; 
Genus   :  Sesamum 
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Species   :  Indicum L.; Synonymous with 
Sesamum Orientale L. 
Var   :  Seed: White, dull-white, brown,  
    Dark-brown, red, black 
 
Cultivation conditions: 
Irrigated/Rainfed :  Drought-resistant; 500-650 mm 
rainfall needed but 300-1000mm will also produce crop. It 
grows in plains and up to 1200 m. above sea level. It 
cannot stand frost, continued heavy rain or prolonged 
drought. 
Soil: Sandy loam, lighter soils to heavy  black soils, with 
adequate moisture. 
Seasons : Kharif (May-October), Semi-rabi (rain fed) 
and summer (under irrigation)  
Sowing time: June-July. 
Harvesting time: December-January 
Yield  : Kharif 200-500 kg/ha; Irrigated conditions : 2250 
kg/ha;  Semi-arid and Summer : 300-600 kg/ha. 
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Sesame Seeds: 
 
The oleaginous edible seeds of Sesamum indcum, 
traditionally esteemed for their oil (oilcake used as cattle 
feed), have acquired, in recent years, additional 
importance as a source of protein for human nutrition. The 
seeds are small in size (wt. of 1,000 seeds, 2.0-3.5g) and 
vary in colour from white, brown to black & are directly 
edible. Hull ranges from 10-20% & is responsible for 
colour, bitterness, higher fibre & high oxalate contents of 
the seed. Dehulled seeds have around 55% of oil. About 
75-80% of seeds are used for oil ext., 2% for sowing and 
18-23% is used for direct edible purpose. 
 
Commercial:  Bold gingelli of Kanpur Types 
/Khandesh/ Gujarat 
White Seed:  Cream to white Secunderabad gingelli, 
Howri gingelli 
White Small: Allahabad gingelli 95/ quality, 85// 5 
quality Off-coloured White gingelli 
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Yellow Seed:  Purabia gingelli, Warora Saurashtra 
     
Red Seed:  Mugi gingelli, Red Jabbalpore gingelli 
Brown Seed:  Light brown to dark brown 
Black Seed:  Dark brown to black, Black gingelli Black 
Katni gingelli 
 
Sesame oil is polyunsaturated (PUFA) Semi-drying oil. 
Commercial sesame oil varies in colour from light to deep 
reddish yellow depending on the colour of the seed 
processed and the method of milling. Provided the oil is 
milled from well cleaned seed, it can be refined and 
bleached easily to yield a light coloured limpid oil. Sesame 
oil is rich in oleic and linoleic acids, which together 
account for 85 per cent of the total fatty acids. Sesame oil 
has a relatively high percentage of unsaponifiable matter 
(1.5-2.3% India and in some countries of Europe, it is 
obligatory to add sesame oil (5-10%) to margarine and 
generally to hydrogenated vegetable fats which are 
commonly used as adulterants for butter or ghee. It has 
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longer shelf life compared to other conventional oils. It is 
more stable as frying oil. 
 
2.3 Rapeseed/Mustardseed 
 
Rapeseed-Mustard of commerce is usually not a product 
of single species. There are mainly 6 species grown in 
India. Species Brassica napus Linn is not grown in India 
but in Europe, Canada & Australia. 
Botanical features: 
Family:  Cruciferae, Genus: Brassica Brassica juncea 
- Mustard, Brassica compestris - rapeseed, 
Brassica napus - toria, 
Yellow seeded varieties have higher oil & protein with less 
fiber. Different species of Brassica differ in their size, oil 
content, seed coat colour etc. 
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Composition and characteristics of Indian mustard: 
 
Characteristics  Toria  
Yellow 
sarson  Mustard  
Oil %  31-44  40-48  32-40  
Protein in cake 
%  37-44  37-42  38-42  
Ash in cake %  5-9  6-8  6-8  
Iodine value  74-98  
100-
102  100-102  
Refractive 
index  
1.4612- 1.4769- 1.4624- 
at 400  1.4662  1.4800  1.4627  
 
Cultivation: 
Grown in India in states like U.P., M.P., Rajasthan, 
Punjab, W.B., Haryana, Assam & Bihar. Agricultural 
Research in western countries has resulted in producing 
varieties of rapeseed which have almost zero percent 
erucic acid and very low glucosinolate content. The 
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reduction in erucic acid is a accompanied by an increase 
in the oleic acid. Therefore, the iodine value of the low 
erucic acid rapeseed oil is higher than the normal Indian 
rapeseed oil. Also, because of the reduction in high 
molecular weight erucic acid, the saponification value of 
such an oil is higher than that of normal Indian rapeseed 
oil. However, all the rapeseeds produced in the western 
countries are not of low erucic acid varieties. The erucic 
acid content may very from 0 to 50 percent in the 
rapeseed grown abroad. Low erucic acid rapeseed oil 
(LEAR), with is than 5 percent erucic acid, contains 45-65 
per cent oleic acid, 15-25 percent linoleic acid and 7-13 
percent linolenic acid as the major fatty acids. High erucic 
acid Rapeseed oil (HEAR) with erucic acid more than 40 
percent contains 12-20 percent oleic acid, 15- 25 percent 
linoleic acid, 7-13 percent linolenic acid and 40-50 percent 
erucic acid as the major fatty acids. 
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Characteristics of Rapeseed – mustard: 
Component %  
Brassica 
napus  
Brassica 
campestris  
Seed coat  16.5  18.7  
Seed oil  41.5  40.0  
Hull oil  16.0  16.2  
Kernel  47.1  45.0  
Seed protein  44.7  44.2  
Protein (defatted 
meal)  
53.6  53.4  
Crude fibre (seed)  11.8  11.7  
Crude fibre 
(defatted meal)  
34.3  31.6  
Protein (defatted 
hull)  
18.7  20.6  
Crude fibre 
(defatted hull)  
34.3  31.6  
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The varieties having erucic acid between 5 and 50 
percent will show proportional increase in the oleic acid 
content as the erucic acid content is reduced. The oil of 
traditional Indian cultivars differs from most other 
vegetable oils as it is characterised by very high amounts 
of long chain fatty acids like eicosenoic acid (10%) and 
erucic acid (50%). The oilseed meal or cake left after oil 
extraction is also having higher level of glucosinolate 
content which limits the value of this product. They have 
bitter taste and they inhabit the function of the thyroid 
gland. Although comparable studies in humans are 
lacking, the studies on animals and poultry have led to the 
implication of erucic acid and glucosinolates in several 
nutritional disorders. It was considered necessary by 
advanced countries to legally limit the intake of these 
constituents. All the European lines of Rapeseed - 
Mustard must now adhere to canola standards that mean 
"oil and meal from Brassica napus or B. Camperstris 
plants that contain less than 2% of the total fatty acid as 
erucic acid and less than 30 micromoles of aliphatic 
glucosinolates per gram of oil free meal.  
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Cultivation Conditions: 
Relatively cool temperature for satisfactory growth 
Rabi Season:  From Sept. – Oct. to Feb. – March 
Rabi crop of Indian sub - continent. 
Rainfall:  25-40 cm; sarson and taramira are preferred 
in low rainfall areas while raya and toria are grown in 
medium and high rainfall areas respectively. 
Soil:  Raya may be grown on all types of soils, Rapeseed 
and mustard thrive best in light to heavy loams. Toria 
does best in loams to heavy loams. Sarson is suited to 
light loam soils. Taramira grows mostly on very light soils. 
 
Production in the country: 
It is the second most important cultivated oilseed crop in 
India. It accounts for 30% of edible oil production in India. 
Globally, India's share of this commodity in total oilseeds 
production is about 15%. 
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Rapeseed - Mustard Seed : Area under Cultivation, 
Production and Yield: 
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2.4 Sunflower 
 
Common Name: 
Sunflower Tournerol, Girasol Suryamukhi (Hindi, Oriya), 
Surijamukhi phool, Beliphool (Assamese) Suryaphul 
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(Marathi), Surajmikhi (Gujarati, Punjabi), Surayakanti 
(Tamil, Malayalam, Kannada). 
 
Botanical features: 
Family :  Compositae (Asteraceae) 
Genus :  Helianthus 
Species :  Helianthus annuus L. 
 
Cultivation: 
Some Common Varieties 
• E.C. 68413 (Vinimic 8931) • Modern-Duration 75- 
80 days 
• E.C. 68414 (Peredo-Vick) • CO. 1, CO. 2, CO. 3 
• E.C. 68415 (Armavrskij) • Surya-Matures in 90 days. 
• E.C. 69874 (Arma-verts) • GAUSAF-15, 
• Sunrise 
• Popular E.C. 101495 (Cernianka); Matures in 75 days 
Sunflower Hybrids: The first Sunflower hybrid was 
released in the country in 1980 was BSH-1, for all 
sunflower growing states. Followed by APSH-11 for 
Andhra Pradesh. Two more hybrids, LSH-1 & LSH- 3 
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which are resistant to downy mildew are recommended 
for endemic areas of Maharashtra. Another high yielding 
hybrid with high oil content KBSH-1. Also new popular 
hybrids like PSFH-67 (for Punjab), MSFH- 1, MSFH-8 & 
17 & private sector hybrids like PAC 3425, Advance, SH-
3322, PAC 9128, PAC 8699, PAC 16. 
 
Hybrids in Sunflower have some advantages over 
varieties. They are: (a) Hybrids have high yield potential 
and suitable for input intensive agriculture (b) The crop 
stand and harvested produce is uniform (c) They are more 
self fertile and therefore less problem of seed set (d) 
Hybrids are resistant to rust and downy mildew and 
tolerant to Alternaria leaf spot. However, in rainfed 
situations, the farmers are preferring varieties like 
Morden. Hence there is a need for developing open 
pollinated varieties with high productivity. The varieties 
and hybrids recommended for different states and 
situations and their characteristics are presented. See 
tables 1- A & 1-B. 
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Cultivation Conditions : 
Cool Climate : During germination and seeding 
Growth 
Warm weather : From seeding stage upto flowering 
Non-cloudy : During flowering to maturity sunny days 
Season :   Throughout the year 
At sowing time :  Soil should be friable, free from weeds. 
Temperature :  Adaptable to a range of temperature 
from cool to tropical climate 
Soil :  Thrives well in variety of soils, performs well in deep 
neutral and well drained light soil as well as heavy soils. 
Best on fertile well drained neutral soils.  
Optimum pH :  6.5 – 8.5 
Seed Yield :  1500 kgs/Hectare (Good crop), 
Maturity period :  90-100 days, harvested before lower 
side of the head turns yellow 
 
Sunflower seeds: 
Sunflower seed (wt. of 100 seeds, c. 6.75g) has hard 
woody pericarp, the kernel constituting 50-65% of the 
whole seed. Analyses of seeds from foreign sources gave 
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the following range of values : moisture, 3.3-12.8%, 
carbohydrate 18%, protein 13.5- 19.1%; fatty oil, 22.2-
36.5%; N-free extract, 13.3- 21.3%; fiber, 23.5-32.3%; and 
ash, 2.6-4.1%. Dehulled seed are sold as confectionery 
nuts as bird & animal feed. 
 
Sunflower Seed Oil: 
Sunflower seed oil (Sunflower oil) is mono unsaturated & 
polyunsaturated (MUFA/PUFA) oil of oleiclinoleic acid 
group of oils. The oil content of the seed ranges from 22 
to 36% (av. 28%); the kernel contains 45-55% oil. The 
expressed oil is of light amber colour with a mild taste and 
a pleasant flavour; refined oil is pale yellow. Refining 
losses are low and the oil has good keeping qualities with 
little tendency for flavour reversion. The oil contains 
appreciable quantities of vitamins A, D and E, sterols 
squalene and other aliphatic hydrocarbons, terpene and 
methyl ketones (chiefly methyl nonyl ketone). The 
phosphatids (0.1-0.2%) present in the oil are lecithin 
(38.5%) and cephalin (61.5%); they occur in combination 
with protein and carbohydrates. The component fatty 
 66 
acids of the total phosphatides are : palmitic, 14.7%; 
stearic, 5.1; arachidic, 9.5; oleic, 19.3;linoleic, 45.9; and 
unsat. C 20-22 5.5%. 
 
2.5 Soybean 
 
Common name: 
Soybean (Plant), Soy-bean (seeds, oil, meal) Garomah 
Assami), Gari kalai (Bengali), Soyachikkudu (Telugu), 
Soyapayaru (Tamil), Soyabean (Malayalam), Sova bean 
(Kannada), Soybin (Marathi, Gujarati), Soyabean or Bhat 
(Hindi), Soybean (Punjabi) Bhatwara, Rumkurthi (local 
names) 
 
Botanical features: 
Family :   Leguminosae 
Genus :   Glycine 
Species : Max (L) Merrill, Syn Glycine soya sieb and 
zucc; glycine hispida 
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Cultivation conditions: 
Irrigated/Rainfed :Rainfall : 500-750 mm Tolerate dry soil 
condition prior to flowering sea level to 3000 m; 
Temperature : 30-33°C; short-day plant 12-16 hrs. 
Soyabean fails if there be frost before maturity. 
Soil :  Wide range of soil, Tropical red earth is good: well 
drained fertile loams pH 6-6.5 desirable (acid soils reduce 
nodule bacterial activity and Ca, Mg availability); 1 ppm 
Boron in soil is toxic to soybean. 
Harvesting Time : When leaves dry and fall (14% 
moisture) 
Seed Yield : 600-1000 mm rain yields -2000 to 2500 
Kgs/hectare 
 
Soybean seeds: 
It is a protein rich oilseeds & number one oilseed for oil 
source in the world. Soybean seed contains: moisture, 
5.02-9.42%; protein, 29.6-50.3%; fat, 13.5-24.2%; 
fibre,2.84-6.27%; carbohydrates, 14.07-23.88%; and ash, 
3.30-6.35%. When the protein content is high, the oil 
content is poor Seeds from Black seeded types cultivated 
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in the plains of India contain a higher percentage of 
protein and a lower percentage of oil than those from 
yellow-or chocolate-seeded types. 
 
Soybean Oil: 
Soybean oil is poly unsaturated semi drying oil. Yellow 
seeds are suitable for the oil. Oil varies in colour from 
yellow to dark amber, depending upon the process 
employed and the type of seed processed. In addition to 
the glycerides, the expressed oil contains phosphatides, 
sterols, long chain hydro-carbons, alcohols and ketones, 
free fatty acids, pigments, vitamins and antioxidants, as 
well as small amounts of non-lipid, gummy and 
mucilaginous substances. 
 
FA content in oil  
FA  Composition %  
Palmitic  7 - 12  
Stearic  2 - 5.5  
Oleic  19 - 30  
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Linoleic  48 - 58  
Linolenic  5 - 8.8  
 
 
 
The Word "Lecithin" is derived from Greek world lekithos 
meaning yolk of an egg. Lecithin was discovered in 1819 
by Mr. L-N, Vauguelin. Lecithin is a complex, naturally-
occurring mixture of phospholipids that most often comes 
from common oilseeds especially from soybean oil. 
Phospholipids are a part of almost all biological 
membranes. Phospholipids are the surface-active portion 
of lecithin, the part that gives lecithin most of its functional 
properties. The name Lecithin is given to class of complex 
organic compounds containing nitrogen, phosphorus & 
fatty acids.  
 
The principal phospholipids are PC (phosphatidyl-
choline), PE (phosphatidyl-ethanolamine) and PI  
phosphatdylinositol). A "Phospholipid" is one of Nature's 
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emulsifiers providing a variety of surface-active properties 
to two different substances-like oil and water allowing 
them to blend together easily. This characteristic of 
blending different substances makes lecithin an 
invaluable, low-cost functional ingredient in foods, 
nutritional products, many industrial applications and in 
animal feeds, too. 
 
The term "lecithin", which many different grades of lecithin 
is available for business and consumer use. Lecithin 
granules and liquids are dietary supplements found in 
health food stores everywhere. Lecithin is a light yellow to 
brown depending upon whether it is bleached or 
unbleached. Edible diluents, such as cocoa butter and 
vegetable oils may be added to improve functional & 
flavour characteristics.  
 
Chemical Composition / Properties of Lecithin: 
Lecithin is complex mixture of acetone insoluble 
phospholipids consisting mainly phosphatidyl choline 
(PC), phosphatidyl ethanolamine (PE), phosphatidyl 
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inositol and phosphatic acid (PA), combined with varying 
amounts of other substances like triglycerides. The oil-
free granule or powdered form has almost all the 
triglycerides and fatty acids removed. Lecithin is insoluble 
in water but characteristically hydrated with swelling. It is 
insoluble in acetone but soluble in chloroform & benzene. 
The lecithin fraction is soluble while cephalin fraction is 
insoluble in ethanol. 
 
  
Lecithin sources: 
a) Most of the oils especially Soybean Oil & Rice bran 
Oil 
b) Egg yolk 
c) Brain & Liner tissues 
d) Grains 
e) Fruits & Vegetables 
f) Lecithin can be found in a wide variety of foods. 
Unfortunately, many of the richest sources of lecithin are 
also high in cholesterol and fat. For example, egg yolks 
and meats are good sources of lecithin. Grains, fruits and 
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vegetables are much poorer sources. Because many 
people have decreased consumption of fatty foods, their 
intake of lecithin may be inadequate. Over 99% of the 
lecithin used commercially comes from Oilseeds like 
Soybeans & Rice bran. Other sources are costly to 
produce Lecithin & are with limited supply.  
 
Lecithin in Different Oils: 
Most of the oils contain variable amounts of non-glyceride 
impurities primarily consisting of phosphatides which are 
commonly termed as gums. In the case of Soybean oil, 
these gums are usually called "Lecithin". The total content 
of these gums may comprise hydratable and non-
hydratable phosphatide constituents. The lecithin contents 
of some of the commercially used vegetable oils are as 
follows: 
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Oil  
Average Lecithin 
Content (dry basis)  
Soybean oil  2.6 – 3.6%  
Maize corn oil  2.0 – 2.2%  
Cottonseed oil  1.4 – 2.0%  
Canola/Rapeseed oil  1.0 – 1.3%  
Sunflower oil  0.4 – 1.1%  
Linseed oil  0.7 – 1.2% 
 
2.6 Safflower Seed 
Common name: 
 
Kardi, Safflower, Kartamo, Kusum, (Assamese, Bengali, 
Oriya, (Hindi), Kusumba/Kusumbha (Punjabi), Barrey 
(Hindi), Kosambi (Gujarati), Kardi (Marathi), Kusube 
(Kannada), Kusuma  (Teluge), Kusumba (Tamil), 
Chandrukam (Malayalam) 
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Botanical features : 
Family :   Compositae (Asteraceae) 
Genus :   Carthamus 
Species :   Carthamus tinctorius L. 
 
Cultivation Conditions: 
Area Cultivation:  Rabi, primarily as rainfed, irrigation in 
Maharashtra, Karnataka and Andhra Pradesh. To a 
limited extent in M.P.,Orissa and Bihar. 
 
Soil : All soils including sandy soils; Thrives best on 
water- retentive black soils and alluvial loams 
Sowing Time :  In October or in December or March/April 
Maturity Period:  4 to 5 months after sowing 
Seed Yield :  Rainfed ; 400 to 500 Kg/ha under Irrigation : 
5000 Kg/ha (highest value reported) 
Temperature : It does not favour extremes of either heat 
or cold. The crop is tolerant to low temperature at seedling 
and vegetative stages but sensitive at elongation, 
flowering and post flowering stages. 
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Rainfall :  It grows well in drier areas, it cannot withstand 
excess rain fall or humidity. Frequent & prolonged rains 
damage crop. 
 
All-India Area, Production and Yield of Safflower 
(Area: Lakh Hec. ; Output: Lakh M.T. ; Yield: Kg/Hec.) 
 
Year  Area  Production  Yield  
1965-66  4.62  0.69  149  
1970-71  5.88  1.54  262  
1975-76  6.74  2.38  354  
1980-81  7.20  3.35  465  
1985-86  9.11  3.48  382  
1990-91  8.23  3.20  389  
1991-92  5.01  2.03  405  
1992-93  7.34  3.48  474  
1993-94  7.93  5.22  658  
1994-95  7.72  4.19  543  
1995-96  6.80  4.00  579  
1996-97  7.00  4.30  584  
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1997-98  6.80  4.10  580  
1998-99  4.40  2.42  550  
1999-00  4.39  2.60  594  
2000-01  4.25  2.02  476  
2001-02  4.04  2.21  546  
2002-03  3.50  1.57  450  
 
 
Safflower Seeds: 
Seed Composition: 
Hull : 33-45 % 
Kernel : 55-65% 
Moisture : 7-8% 
Oil : 31-32% 
Protein : 14-15% 
Ash : 5-7% 
Crude Fibre : 32-34% 
Hull percent: 48 in commercial seeds (30% oil) 18 in 
Breeds (48% oil) 
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2.7 Linseed 
 
Common Name: 
 Linseed, Alsi, Alshi, Tishi (Assamese), Tishi (Bangali), 
Peshi (Oriya),Avise (Telugu), Alirithal (Tamil), 
Cheruchanavithu (Malayalam), Agase (Kannada), Jaras, 
Alsi (Marathi), Alsi (Gujarati, Hindi & Punjabi) 
 
Botanical features: 
Family:  Linaceae 
Genus :  Linum 
Species :  Usitatissimum L. 
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Linseed: Cultivation, Production & Yield in India 
 
Year  
Area (1000 
ha.)  
Production 
(1000 T)  
Yield 
(T/ha)  
2000-01  670  240  0.36  
2001-02  690  240  0.35  
2002-03  670  200  0.30  
2003-04  660  230  0.35  
2004-05 (F)  660  230  0.35  
 
2.8 Castor 
 
Common names: 
Eri (Assamese), Rehri (Bengali), Jada (Oriya), Amudalu 
(Telugu), Amanakku (Tamil), Amanakku (Malayalam), 
Haralu (Kannada), Erandi (Marathi), Erando, Diveli 
(Gujarati), Rehri (Hindi), Arind, Hasind, Rind (Punjabi) 
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Botanical features:  
Family :  Euphorbiaceae 
Genus :  Ricinus 
Species:  Ricinus communis 
Common varieties: 
Varieties  Yield  Duration  
Aruna 
Variety AP  
1300 
kg/ha  
150-160 
days  
Slow 
Bhagya 
157 B  
2500 
kg/ha  
240-270 
days  
Bhagy (R 
63)  
2000 
kg/ha  
120-150 
days  
 
Cultivation Conditions: 
Dwarf annual grows well in dry Crop warm regions, some 
varieties grow upto 2100 m altitude with 500-600 mm 
rainfall during growth. It is susceptible to water logged 
conditions.  
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Temperature: In the range of 20-26° C. The crop does 
not stand frost  
Soil :  All types red sandy loams in peninsular India slight 
alluvial soil in the Northern States: Soil should be well 
drained 
Sowing Season: June-July (occasionally Aug.–Sept.) 
 
Sowing and Harvesting Seasons of Castor in Major 
Growing States: 
 
State  Sowing  Harvesting  
Andhra 
Pradesh  
Jul.-Aug.  Jan-Mar  
Bihar  Jul.-Oct  Apr.-May  
Gujarat  Jul.-Oct  Oct.-Apr  
Madhya 
Pradesh  
15th Jun.-15th 
Dec.  
15th Oct.-25th Apr.  
Maharashtra  Jun.-July  Sep.-Dec.  
Orissa  Jun.-Aug.  Feb.-Mar.  
Tamil Nadu  Jun.-oct.  Dec.-Jan, Dec.-
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Mar.  
All-India  Jun.-Oct.  Oct-Apr.  
Source: Ministry of Agriculture 
 
Maturing:  Improved varieties 
Period: (early maturing) 150-180 days 
Seed Yield : Rainfed : 200-500 Kgs/ha 
Irrigated : 1500-2000 Kgs/ha 
 
 
Area under Cultivation, Production and Yield 
(Area: Lakh Hec.; Output: Lakh M.T.; Yield: kg/hec.) 
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Castor grown under tropical conditions. It loves heat and 
humidity does best in regions where both are ample. 
India, gifted with an ideal climatic condition, has recorded 
a produce of close to 850,000 tonnes of castor seed. This 
accounts for 75.6% of the world production. Gujarat 
produces 86% of the total castor seeds in India followed 
by Andhra Pradesh and Rajasthan. Mehsana and 
Banaskantha are the largest castor producing districts in 
Gujarat. In India, Castor is planted during July or August 
and harvested around December or January. The seed 
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pods are dried, de-podded and brought to the market 
yards during December or January for trading. The Indian 
variety of castor has an oil content of 48% and 42 can be 
extracted, while the cake retains the rest. 
 
Castor Seeds: 
Castorseeds are of light to dark brown colour have  shape 
resembling that of a tick or beetle with a sleek mottled 
hull, which varies in colour in the different types. They 
vary greatly in size (wt. of a seed, 0.1- 1.0 g.) and consist 
approximately of 75 per cent kernel and 25 per cent hull. 
The kernel is highly oleoginous, and of a sweetish taste 
followed by a slight degree of acridity. Castor-seeds have 
a high phosphorus content and most of it (90%) is in the 
phytin form. The contain 0.12 per cent of phospholipids 
chiefly made up of phosphatidyI ethanol  mine. 
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Castor Seed Composition  
Constituent  Composition %  
Hull  25 - 30  
Kernel  70 - 75  
Seed Oil  40 - 55  
Kernel Oil  64 - 71  
Protein  18 - 23  
Soluble Sugars  5  
Crude fiber  25  
Ash  2  
 
 
 
Castorseeds contain enzymes lipase, amylase, invertase, 
maltase, endotrypsin, glycolic acid oxidase, ribonuclease, 
and a fat soluble zymogen activated by acids. Catalase, 
peroxidase and reductase are reported in the germinating 
seeds. Castorseeds contains toxic components highly 
poisonous to human beings and animals. The principal 
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toxic substance is the albumin, ricin. A feebly toxic 
alkaloid ricinine is also present. 
 
2.9 Nigerseed 
 
Common Name: 
Nigerseed, Sorguja (Assamese), Sorguza Surgiya 
(Bengali), Verrinuvvulu (Telugu), Payellu (Tamil), Huchellu 
(Kannada), Karale, Khurasani (Marathi), Remtil (Gujarati), 
Ramtil (Hindi), Ram Till (Punjabi). 
 
Botanical Name: Guizotia absyssinica 
 
Cultivation Conditions: 
It is a minor oilseed crop and is cultivated mainly in India 
& Small extent in Ethiopia, Brazil, Mexico, China, Nepal, 
Myanmar. Kharif under rainfed conditions. 
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Rainfall :  Moderate rainfall 1000-1250 mm 
Soil :  Light black soils brownish loams with sufficient 
depth and good texture. Can be grown on well drained 
heavy soils, rough & rocky laterite soils on hill tops & 
slopes 
 
Sowing Time : June -August 
Mature : November-December 
Seed Yield : 300-400 kgs/ha (average), Under favourable 
condition it can go up to 600 Kg/ha. It gives dependable 
yield even under unfavourable agro-climatic conditions. 
Niger Seed : Area Under Cultivation, Production and Yield 
(Area: Lakh Hec.; Output: Lakh M.T.; Yield: Kg/hec.) 
 
Year  Area  Production  Yield  
1995-96  6.00  1.90  317  
1996-97  5.50  1.50  278  
1997-98  5.50  1.40  263  
1998-99  5.40  1.40  304  
1999-00  5.00  1.50  293  
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2000-01  4.40  1.10  257  
2001-02  4.80  1.30  272  
2002-03  4.30  1.10  250  
 
Nigerseed: 
Nigerseed resembles sunflower seed in shape, but is 
much smaller in size (3,904.7 mm. long; number of seeds 
per g., 234-295) and quite black. It bears a fairly thick, 
adherent seed coat (c. 20% of the wt. of seed) and can be 
stored for a year or so without deterioration. Nigerseed 
contains the following composition: 
 
Constituent  
Composition 
%  
Oil  40 (13 - 30)  
Protein  20 (10 - 30)  
Soluble 
sugars  
12 (7 - 18)  
Crude fiber  10  
Ash  4  
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2.10 Cottonseed 
 
Common name (of floss): 
Kapas, Rui, Tula (Hindi, Bengali, Gujarati, Marathi, 
Punjabi); Hathi (Kannada); Patti, Karpasamu (Telugu); 
Pruthi, Panji  (Tamil, Malayalam), Karpaso, Kopa (Oriya) 
of seed: Cottonseed, Hattikal (Kannada), Kapashiche Be, 
Saraki (Marathi), Binavla (Gujarati). 
 
Botanical features: 
Family :  Malvaceae 
Genus :  Gossypium spp. 
Species :  G. arboreum : 29% area under cotton 
cultivation In India 
G. herbaceun : 21% area under cotton 
cultivation in India 
G. hirsutum : Predominant in India 50% 
area under cotton culti 
vation (4 Mn Ha) 
G.barbadense: A Tetrapod (American 
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type new world species 
The species are divided into six races, based on mainly 
geographical distribution with which is closely associated 
genetic divergence in the species. 
 
G. bengalense – Bengal, U.P., M.P., Punjab, 
Rajasthan 
G. buranicum – North-East India Bangladesh, 
Myanmar 
G. cernuum – Garo hills-Assam, M.P., Punjab, 
Maharashtra 
G. sinense –  China, Japan, Korea, Taiwan 
G. soudanese – It is Africa race met with in Sudan 
& West Africa 
G. barbadense – New world spcies. 
 
Common varieties: 
There are about 150 varieties of Cotton grown in the 
country and the cultivation is aimed to obtain high yield of 
Cotton - the main product, while Cottonseed is a by-
 90 
product. The following are the important Varieties & 
hybrids cultivated / recommended in India. 
 
Cultivation conditions: 
Rain fed : Mainly rainfed or barani conditions in tropical 
monsoon season. 
 
Rainfall :  Min 500 mm required well distributed in the 
period. (In southern parts : late monsoon season & in 
winter) 
Irrigated :  Where available : about 25% of the area 
under cultivation 
Temp. :  Min 15°C - Optimum for vegetative growth does 
not do well below 21°C but can tolerate upto 43°C. 
Soil :  Variety of soil types in India in which Cotton is 
grown are black soil, alluvial soil, red soil, laterite soil, 
coastal saline and alkaline soils. 
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Soil  Available in States  
Black soil  M.P., A.P., Southern 
T.N.,Gujarat, 
Maharashtra, Black soil 
of Saurashtra, Bharuch 
& Surat In Gujarat are 
most suitable.  
Red soil  Tamil Nadu, A.P., & 
Karnataka,  
Alluvial soil  Punjab, Haryana, 
Rajasthan, U.P.  
Laterite soil  Parts of Tamil Nadu, 
Orissa, Assam and 
Meghalaya  
Coastal Saline-Alkali soil  Large tracts of costal 
Saline-alkali soil in 
Gujarat  
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Sowing Season: 
Kharif Rainfed : Commencment of monsoon – starts in 
April / May in North India and delays through South. 
Rainfed  Irrigated  
Sowing 
Period  
Area  
Sowing 
Period  
June-
July  Punjab, Haryana, Rajasthan,  
March-
May  
 U.P., M.P., Gujarat, Maharash-tra 
par t of A.P. and Karnataka 
(Premonsoon dry sowing)  
 
End May 
or  
Parts of Gujarat and M.P.  
—  
Early 
June  
  
Sept.- 
Oct.  
Tamil Nadu  
Sept.-
Oct..  
(ext. 
upto 
Nov.)  
South Tamil Nadu   
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Aug.- 
Sept.  
Par its of Karnataka and A.P.,  
—  
Beg. of 
Sept.  
Dharwar, Gadag   
Feb. - 
March  
Tamil Nadu  —  
End of 
Dec.  Maharashtra  —  
to Mid 
Jan.  
  
 
 
Cottonseed is produced in India in as many as nine 
states. Major cotton producing states are Gujarat, 
Maharashtra, A.P. and M.P. which together contribute 
more than 72% of the total cottonseed production in the 
country. Punjab, Haryana, Rajasthan are other important 
states while small quantity is also produced in Karnataka 
and Tamil Nadu.  
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Estimated State Wise Production of Cottonseed in India 
(2002-03 to 2003-04) (In lakh tonnes) 
 
State  2003-04  2002-03  
Punjab  3.50  2.66  
Haryana  3.66  2.83  
Rajasthan  2.50  1.50  
North zone  9.66  6.99  
Gujarat  10.99  10.16  
Maharashtra  15.32  7.99  
Madhya Pradesh  6.49  5.99  
Central zone  32.80  24.14  
Andhra Pradesh  8.66  6.66  
Karnataka  1.33  2.00  
Tamil Nadu  1.17  1.33  
South zone  11.16  9.99  
Others  0.33  0.33  
Total  53.95  41.45  
Loose Production  3.33  3.84  
All India  57.28  45.29  
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2.11  Coconut 
 
Common names: 
Narikol (assamee), Narikel (Bengali), Nadia (Oriya), 
Kobari (Telugu), Thennai (Tamil), Thengu (Malayalam), 
Thengu (Kannada), Naral (Marathi), Nalieri (Gujarati), 
Gola or Narial (Hindi), Naryal (Punjabi). 
 
Botanical Name: 
Family :  Palmeve 
Genus :  Cocos 
Species :  Cocos Nucifera L. 
 
Common Varieties: 
West Coast Tall (WCT) : Yield of oil : 1.2 - 2.6 t/ 
ha highest yield : 20,000 
nuts/ha 
East Coast Tall (ECT) : Nut is smaller in size to 
West Coast 
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West Coast Tall (WCT) : Yield of oil : 1.2-2.6 t/ha : highest 
yield : 20,000 
nuts/ha 
Benaulim (Goa) 
Tiptur Tall (Karnataka) 
Gujarat Zanzibar (Gujarat) 
Dwarf X Tall - Yield of oil : 3.18 t/ha 
 
Improved Varieties / hybrids: 
MAWA hybrid PB 121 : (Malayan Dwarf Yellow (female) 
+ West African Tall (male) released by IRHO 
lvory Coast yield : 6 tonnes of copra/ha 
Indian hybrids (Chowghat Dwarf Orange (CDO) 
(female + West (Coast Tall (WCT) (male) : High 
yielding 
 
Cultivation conditions: 
Coconut grows at sea level in coastal plains, humid 
tropics and upto 900 meters above sea level 
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Rainfall :  1000-2250 mm evenly distributed throughout 
the year. 
Temperature :  27°C - 37°C, bright sunshine 
Soil : Adaptable to almost all types of well drained tropical 
soils : red loam, coastal sand alluvial, laterite, marshy low 
land.  
Seed nuts : Seedings with minimum of 4 leaves can be 
planted.  
Harvest :  Bears bunch of nuts in every leaf axil at 
monthly intervals throughout its life. Harvesting is done 
once in 45-60 days. 
 
Yield/ha :  Harvested at the age of 11 month, 10,000 - 
14000 nuts/year; (can be as high as 25000) 
 
Area of cultivation: 
Kerala, S. Kanara, East Godavari, Tanjore district, 
Cuttack district, Ratnagiri & N. Kanara, Mysore, Tumkur, 
Hassan (Karnataka) & Goa. 
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Coconut : Area Under Cultivation & Yield (2001 - 02 to 
2002 - 03) Area - Million hec. Prodn. - '00' Million Nuts 
Yield - Nuts / hec.  
 
 
State  
2002-03 (P)  2001-02  
Produ
c-tion  
% of 
Total  
Produ
c-tion  
% of 
Total  
Yiel
d  
Produ
c-tion  
% of 
Total  
Produ
c-tion  
% of 
Total  
Yiel
d  
 
Area  Area  
 Prod
u- 
 
Area  Area  
 Prod
u- 
 
    ction      ction   
Kerala  0.91  48.66  53.38  44.54  5866  0.94  49.74  57.44  44.90  6111  
Tamil 
Nadu  
0.35  18.72  28.61  23.87  8174  0.34  17.99  32.94  25.75  9688  
Karnataka  0.37  19.79  15.04  12.55  4065  0.37  19.58  15.04  11.76  4065  
Andhra 
Pradesh  
0.11  5.88  11.59  9.67  
1053
6  
0.10  5.29  11.25  8.79  
1125
0  
West 
Bengal  
0.03  1.60  3.24  2.70  
1080
0  
0.03  1.59  3.24  2.53  
1080
0  
Maharash
tra  
0.02  1.07  1.94  1.62  9700  0.02  1.06  1.94  1.52  9700  
Assam  0.02  1.07  1.64  1.37  8200  0.02  1.06  1.64  1.28  8200  
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Orissa  0.02  1.07  1.42  1.18  7100  0.02  1.06  1.42  1.11  7100  
Goa  0.03  1.60  1.22  1.02  4067  0.03  1.59  1.25  0.98  4167  
Others  0.01  0.53  1.78  1.49  @  0.02  1.06  1.76  1.38  @  
All India  1.87  
100.0
0  
119.86  
100.0
0  
6410  1.89  
100.0
0  
127.92  
100.0
0  
6768  
 
 
2.12  Palm 
Common Name : Oil Palm, Khajuri (Hindi) 
Botanical features: 
Family :  Palmae 
Tribe :  Cocoineae 
Genus :  Elaeis 
Species :  Elaeis guineensis (African oil palm) 
(Commerciallyplanted) Elaeis oleifera 
(American species) 
Cultivation: 
Common / Improved Varieties / Hybrids : Tenera 
(Hybrid of Dura X Pisifera) planted fruit type. 
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Cultivation conditions: 
Rainfall :  2000 mm distributed evenly over the year, 
Irrigation can substitute partially rainfall deficit. Drip 
irrigation is found very useful. 
Temperature : Around 29-33°C (Max.) and 18°- 24°C 
(Min), Mean temp. 22°-24°C is optimum. Temp. below 
18°C is unfavourable. 
Sunshine :  5 hours a day 
Soil :  Loose textured soil on flat land with no stone 
or gravel layer in the first 3 feet below the surface. Very 
sandy soils, badly drained soils, black and peaty soils are 
not considered suitable. Heavy clay soils are also to be 
avoided. Water holding capacity of soil becomes more 
important as rainfall becomes marginally suitable 
Nursery Period : 12-15 Months. 
Immaturity Period : (Period before fruiting after planting in 
the field) : Rainfed : 5 years 
Irrigated : 3 years 
 101 
 
Age of Palm : After 10 to 12 months in Nursery. 
Production in the world: 
• Malaysia • Indonesia • Thailand • Myanmar (Bur ma) • Vietnam • 
Australia • India • Srilanka  
• Philippines • Papua • New Guinea • Mexico • Guatemala • 
Honduras • Nicaragua • Costa Rica  
• Panama • Colombia • Venezuela • Brazil • Ecuador • Peru • 
Dominican Republic • Nigeria • Ghana • Liberia  
• Benin • Angola • Zambia • Tanzania • Malawi • Zimbabwe • Ivory 
Coast • Cameroon • Zaire.  
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3 CHAPTER 3: WORLD TRADE ORGANIZATION 
 
There is no economic activity in the world that will go 
unaffected by World Trade Organization and its 
agreements. The earlier we understand this, the better. 
The belief that it is something to do with industries or for 
people who are in international trade only, should be 
vigilantly guarded against for what it is - an illusion. It is as 
important for farmers, scientists, doctors, singers, writers 
etc. as is for an industry, a trader, a banker or a sundry 
service provider. 
 
3.1 Genesis of WTO 
 
The genesis of World Trade Organization (WTO) can be 
traced to the General Agreement on Tariffs and Trade 
(GATT) which was founded in 1948 by 23 countries 
including India. The 8th round of talks under GATT (1986-
1994), known as Uruguay Round, led to the birth of WTO 
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on 1st Jan'95. Till then, GATT covered issues related to 
trade in goods. The Uruguay Round, however, added new 
agreements viz. General Agreement on Trade in Services 
(GATS) and Agreement on Trade Related Aspects of 
Intellectual Property Rights (TRIPS). All the three major 
agreements along with their associate agreements now 
rest under the umbrella organization - WTO. 
 
The WTO, headquartered at Geneva, Switzerland, has 
144 countries as members, including India.  
 
As the only regulatory body of world trade, WTO's 
objective is to ensure freer, more transparent and more 
predictable trading regime in the world. WTO is based on 
sound legal system and its agreements are ratified by the 
parliaments of member countries. No one country controls 
WTO; the top decision makers are the designated 
ministers of member countries. 
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3.2 Historical perspective 
 
In July 1944, the Bretton Woods Conference decided to 
establish three International Institutions namely, the 
International Bank for Reconstruction and Development 
(World Bank), The International Monetary Fund ( IMF) and 
the International Trade Organization. While the first two 
came into existence on 27th Dec, 1945, the International 
Trade Organization could not be established owing to 
resistance from US Senate. In its place, however, a 
protocol of Provisional Application was signed by 23 
original members; India was one of the founder members. 
The protocol ushered in General Agreement on Tariffs 
and Trade or GATT on 1st January, 1948 to bring order in 
the 'law of jungle' in international trade. 
 
The GATT has been the only multilateral body 
(constituting many nations) around,    from 1948 to 1994,    
that provided rules for much of the world trade. The 
contracting parties (nations) of GATT continuously 
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expanded the area and scope of the rules during the 
successive trade rounds. 
 
3.3 The GATT Trade Rounds 
Sr. 
No. 
Year Place/Name of 
round 
Subjects 
covered 
No. of 
Nations 
1 1947       Geneva Tariffs 23 
2 1949 Annecy Tariffs 13 
3 1951 Torquay Tariffs  38 
4 1956       Geneva Tariffs  26 
5 1960-
61 
Geneva/ Dillon rd Tariffs  26 
6 1964-
67 
Geneva/Kennedy 
rd. 
Tariffs & 
Anti-
dumping 
measures 
62 
 
7 1973-
79 
Geneva/Tokyo 
rd. 
Tariffs, 
non-tariff 
measures 
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framework 
agreements 
8 1986-
94 
Geneva/Uruguay 
rd. 
Tariffs, 
non-tariff 
measures 
rules, 
services, 
IPRs, 
dispute 
settlement, 
textiles, 
agriculture, 
creation of 
WTO 
123 
  
               
Under the aegis of GATT, eight Trade rounds were 
conducted from 1947 to 1994. The eighth round known as 
Uruguay Round (for it was launched at Punta Del Este, 
Uruguay) lasted around 8 years and had been the most 
comprehensive and the most contentious one. It covered 
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almost all trade related issues, from match boxes to 
airplanes, from banking to telecommunications, from 
genes of wild rice to AIDS treatment. It was quite simply 
the largest trade negotiation ever undertaken in human 
history. 
 
Not only all the original articles of GATT were up for 
review, but virtually every outstanding policy issue like 
Trade in Services, Intellectual Property ( hitherto not dealt 
with GATT), reform in trade in Textiles and Agriculture etc. 
were encompassed by the Uruguay Round of 
negotiations. The differences among the nations on 
various issues were so acute that the round failed several 
times during those 8 years. Mr. Arthur Dunkel, the then 
Director General of GATT, presented a compromise draft 
- 'Final Act', which became the basis for the final 
agreement. Finally, on 15th April, 1994 the agreement 
was signed by the ministers of almost all the participating 
countries representing their Governments at Marrakesh, 
Morocco. The agreement, inter alia, mandated creation of 
World Trade Organization to administer the agreements 
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on trade, services, intellectual property rights and like. 
The location of the WTO is at Geneva, Switzerland. 
 
3.4 Difference between GATT & WTO 
 
GATT signified two things - GATT the body and GATT -
the agreements. GATT- the body no longer exists. It was 
merged in WTO on 1st Jan'95. GATT-the agreement rests 
in WTO alongside other agreements. WTO includes now 
GATT, GATS, TRIPS and Dispute Settlement body. GATT 
covered trade in goods only, WTO covers trade in goods, 
services and intellectual property as well. Throughout its 
life, from 1948 to 1994, GATT was ad hoc and provisional; 
WTO and its agreements are permanent. GATT had 
contracting parties, WTO has member nations. WTO is an 
inherently superior system than GATT having a sound 
legal basis; even its agreements are ratified in members' 
parliaments. WTO has two significant functions which 
GATT did not have; one, Trade Policy Review Mechanism 
- a periodic process to examine a country's trade policies 
 109 
and to note changes. Second, its in-built Dispute 
Settlement Mechanism. Its ruling cannot be blocked. WTO 
is more democratic in character than GATT. If decisions 
cannot be reached by consensus, the matter could be 
decided by voting; each WTO member having one vote. 
 
3.5 Objectives of WTO 
 
Following the Uruguay Round of negotiations under the 
aegis of GATT, World Trade Organization, came into 
being on 1st January, 1995, as the only body dealing with 
the rules of trade between the nations. WTO now 
encompasses, the GATT- General Agreement of Tariffs 
and Trade (deals with issues of Trade in merchandise), 
the GATS -General Agreement on Trade in Services 
(deals with issues of Services), TRIPS - Trade Related 
Intellectual Property Rights (deals with patents, copy 
rights etc.) and Trade Dispute Settlement Body. 
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The Guiding principles of WTO (many inherited from 
GATT) are: 
 
Non-discrimination, which in practice means two things. 
First, Most Favoured Nation (MFN) Treatment. Any trade 
concession offered by one member of WTO to another 
member, must be offered to all members.  
 
National Treatment i.e.  imported goods should  not be 
discriminated against the domestic goods- same 
treatment to be accorded to both. 
 
Freer trading system- with barriers coming down through 
negotiations 
 
Predictable trading system-foreign companies, investors 
and governments should be confident that trade barriers 
(including tariffs, non-tariff barriers and other measures) 
would not be raised arbitrarily;   more and more tariff rates 
are to be 'bound' against subsequent increases. 
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More competitive trading system - by discouraging 'unfair' 
practices in the guise of   export subsidies or dumping 
products at below cost. 
 
More beneficial to less developed countries- by giving 
more time to adjust, greater flexibility and special 
privileges. 
 
3.6 Structure of WTO 
 
WTO is headed by a Director General having a term of 
four years. Below mentioned are the decision making 
authorities:  
 
Highest Authority: Ministerial Conference- comprising the 
designated ministers of the member nations is the 
supreme decision making forum. The ministers meet at 
least once in two years. The Ministerial Conference can 
take decisions on 'all matters' under any of the multilateral 
agreements. 
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Second Level: Day-to-day work is handled by the General 
Council, which also acts as ‗The Dispute Settlement Body‘ 
and ‗The Trade Policy Review Body‘. The General Council 
acts on behalf of Ministerial Conference and meets under 
these three different terms of reference. 
 
Third Level: Three more councils, each handling a 
different broad area of Trade, report to the General 
Council: the council for Trade in Goods (overseeing 
GATT), the council for services (overseeing GATS) and 
the council for TRIPS (overseeing TRIPS). 
 
Fourth Level: Each of higher level councils has subsidiary 
bodies. The goods council, for example, has 11 
committees dealing with specific subjects such as 
agriculture, subsidies etc.).  
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3.7 Multilateral Trade Rounds: an inside view 
 
The highest decision maker at WTO is the Ministerial 
Conference of designated ministers of the member 
nations. The ministers meet every two year and engage in 
an exercise termed as agenda setting or the process of 
identification of issue for further negotiations. Once the 
agenda is set, a round of multilateral negotiations is 
launched to negotiate the agreement on the issue. As the 
priorities of member nations vary widely, these exercises 
tend to be very complex. Most of the ground level 
negotiations are done by officers of designated ministries 
or ambassadors of members based in Geneva who are 
also assisted by the concerned ministries and government 
departments. 
 
Negotiations take place during formal as well as informal 
meetings among officers of the member nations. Almost 
every issue triggers a polarization of like minded interest 
groups. Smaller groups could be formed known as 'green 
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room meetings' comprising members having higher stake 
in the outcome of the issue, to resolve more contentious 
issues. 
 
These negotiations are far from the niceties of classical 
diplomacy and employ every rule of 'tactical-warfare' a la 
Sun Tzu of 'Art of War'. There has been vociferous use of 
propaganda, dummy issues (to divert attention), threats-
covert and overt, diplomatic manoeuvring, third party 
pressures (increasingly through NGOs and private interest 
groups) and so on, during negotiations. Negotiators, 
especially from developed countries, come very well 
prepared having enormous resources at their command. 
Their strategic maneuverings are well rehearsed and 
planned in conjugation with trade/industry and other 
interest groups. Governments in developing countries are 
reluctant to consult the interest groups. And even when 
they are willing, the affected groups themselves in the 
countries are not sensitized enough to advise the right 
course of action to the negotiating teams leaving enough 
scope for the vested interest groups to advocate on their 
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behalf. This is particularly true for smaller enterprises and 
informal sector in these countries.  
 
3.8 Functions of WTO 
 
The WTO is the umbrella organization responsible for 
overseeing implementation of all agreements - multilateral 
(signed by all WTO members) and plurilateral (signed by 
a group of members for specific issue), that have been 
negotiated under Uruguay Round or will be negotiated in 
future. Secondly, it is to provide a forum for further 
negotiations on matters covered by the agreements as 
well as on new issues. Thirdly, it is responsible for 
settlement of disputes among member nations. Fourthly, it 
is responsible for periodic reviews of the trade policies of 
the member nations. 
 
Detailed and clear guidelines have been provided in the 
WTO agreement, on carrying out of these functions as 
dispute settlement body or appellate body, trade review 
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body, implementation of reports, issues of compliance, 
etc.  
3.9 WTO agreements  
 
The WTO agreements cover goods, services and 
intellectual property. They spell out the principles of 
liberalization with guidelines, permitted exceptions and 
include member countries' commitments to lower tariff 
and other trade barriers and set procedures for settling 
disputes. Governments are obliged to make their trade 
policies transparent by notifying the WTO their laws in 
force and measures adopted, on a continuing basis. 
 
The agreements for the two largest areas of trade- goods 
and services- share a common three part outline. 
 
1st :   Broad principles, of GATT & GATS   (TRIPS also 
falls into this category) 
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2nd :  Additional Agreements and Annexes dealing with 
special requirements of specific sectors, e.g. GATT's 
agreements/ annexes on agriculture, health regulations on 
farm products, textiles & clothing, product standards 
(TBT), Investment measures, anti-dumping measures, 
customs valuation method pre-shipment inspection, rules 
of origin,  import licensing, subsidies, counter measures, 
safeguards, etc. And, GATS' annexes include- Movement 
of natural persons, air transport, financial services, 
shipping and telecommunications. 
 
3rd :  Compendium of commitments of individual countries 
 
The agreement covers: 
1. Goods (main agreement GATT) e.g. all industrial 
products, consumer durables etc. 
2. Services (main agreement GATS) e.g. Banking, 
Insurance, consultancy etc. 
3. Intellectual Property (TRIPS) e.g. Patents, Copyrights, 
Trademarks etc. 
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GATT & GATS follow three part structure viz. general 
principles; associate agreements/ annexes on specific 
sectors/ issues and commitments of member countries. 
The TRIPS agreement contains general principles only 
that are to be followed by members. 
 
Two important principles that underline most agreements 
are:  
 
A) Most Favoured Nation (MFN) clause: No discrimination 
among Member countries. 
B) National Treatment Clause: Equal treatment to lawfully 
imported and domestic products. 
 
These agreements seek to address, broadly speaking, 
three concerns: 
 
A) Same rule for all:  To restrict Governments or 
organizations from 'distorting' normal trade by way of 
subsidizing, dumping, discriminatory licensing policies 
etc., this can hurt the business within the country or 
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outside the country. To rationalize Government policies to 
eliminate the distorting effects (e.g. WTO allows exports 
to be relieved of all indirect taxes as Excise, Sales Tax 
etc. having cascading effect on cost of the product, but 
prohibits direct tax benefits as Income Tax waiver on 
export earnings). 
 
B) Administration of Agreements:  To provide detailed 
guidelines on how the agreements should be 
administered at national levels (as in anti-dumping 
proceedings) or how the standards be used (as in sanitary 
and phytosanitary measures) or how the disputes 
between the nations are to be resolved (through dispute 
settlement mechanism). 
 
C) Fair deal to businesses:  To create rights for the 
business community e.g. right to information, right to 
present evidence etc. (e.g. Agreement on Customs 
Valuation provides right to importer to justify the value of 
imported goods or requires customs to give in writing the 
reasons for rejecting value disclosed). 
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3.9.1 General Agreement on Tariffs and Trade (GATT) 
 
The entire edifice of GATT is based on 4 principles. The 
first two are as described above: MFN and National 
Treatment. The others are: (a) Protection through tariffs 
only and not through quotas, licenses etc. and elimination 
of these measures wherever existing, (b) Reduction in 
tariffs and other barriers to trade by negotiations. Such 
reduced tariffs to be bound against subsequent increases. 
 
Thirteen major 'associate agreements' (generally 
sector/issue specific, like on agriculture, textiles etc.), four 
'understandings on decisions' and three 'understanding on 
rules and procedures governing the settlements of 
disputes' are integral part of GATT. 
 
The GATT covers entire trade of merchandise and goods 
of all member countries. Two Agreements viz. Agreement 
on Textiles and Clothing (ATC) and Agreement on 
Agriculture specifically are for two distinct sectors- as is 
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evident by the name of the agreements. Under the ATC, 
the restrictions maintained by developed countries on 
import of textiles and garments from developing countries 
are to be phased out by 2005 progressively. Under the 
Agreement on Agriculture, the high subsidies maintained 
by countries - chiefly by developed countries, have been 
converted into 'tariffs', which are 'bound'. Further, tariffs 
have been reduced and closed markets are obliged to 
open up progressively. 
 
3.9.2 Associate Agreements of GATT 
 
3.9.2.1 Agreement on Valuation of Goods for Customs 
Purpose 
 
Custom Duties are levied either on ad valorem basis (e.g. 
15% of import value) or as specific duties (e.g. Rs. 2000 
per ton/ per litre) or a combination of both. World over, 
most duties are collected on ad valorem basis. Therefore, 
the need to ascertain the value of import or dutiable value 
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becomes important. The agreement limits the discretion 
available to customs in determining the dutiable value 
(when the declared value is not acceptable) by laying 
down five specific methods for assessing value. The 
valuation system developed by World Customs 
Organization, which is prevalent in many developing 
countries, needs to be changed to conform to this 
Agreement on Customs Valuation by 1st Jan 2000. India 
has recently made the necessary amendments in its 
customs procedures in tune with the agreement.  
 
3.9.2.2 Agreement on Pre-shipment Inspection 
 
Over 30 developing countries use the services of pre-
shipment inspection companies to deal with the problems 
of under- or over - valuation and fraud. The agreement 
ensures that PSI companies do not reject the price agreed 
voluntarily between the importer and exporter. It lays 
down principles and rules which these companies must 
follow in verifying prices in exporting countries. It also 
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establishes a mechanism for reviewing exporters' 
complaints.  
 
3.9.2.3 Agreement on Technical Barriers to Trade 
 
The Agreement on Technical Barriers to Trade (TBT) 
provides that mandatory standards (adopted by 
Governments to protect health and safety of the people 
and to protect environment) should not be so applied as to 
cause unnecessary obstacles to trade. The agreement 
visualizes that standards do-not create unnecessary 
barriers if they are uniform and are based on 
internationally agreed standards. Further, for non- 
voluntary standards, the Code of Good Practices for 
preparation, adoption and application of standards is an 
integral part of TBT Agreement. 
 
The agreement also covers PPM (Process and Production 
Methods) standards having special relevance to agri/food 
products. 
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The agreement on the application of Sanitary (for human 
and animal) and Phytosanitary (for plants) Measures 
(SPS) specifies the principles and rules which member 
countries must use in regulating import of agriculture & 
food products to protect human, animal or plant life or 
maintain health. The important difference between the 
TBT and SPS is that TBT is to be applied on MFN basis 
but SPS agreement allows discrimination owing to 
differences in climate, incidence of pests or diseases etc. 
in different countries. The SPS regulations require 
countries to base their standards on international 
standards, guidelines and recommendations of such 
organizations as Codex Alimentarius Commission, Intl. 
Office Epizootics, Intl. Plant Protection Convention etc. 
These organizations are increasingly becoming important 
and their guidelines are being adopted as standards in 
many countries. 
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3.9.2.4 Agreement on Import Licensing Procedures 
 
The agreement divides Import licenses into two 
categories: automatic and non-automatic. It stipulates that 
automatic licenses should be issued within 10 days and 
non-automatic in 30 days (if on first come first served 
basis) or 60 days (if applications are considered 
simultaneously). It lays down rules to check inappropriate 
use of discrimination in granting import licenses. 
3.9.2.5 
3.9.2.6 Rules applicable to exports 
 
GATT rules permit an export product to be relieved of all 
indirect taxes borne by it in the exporting country. The 
term indirect taxes include taxes such as: sales tax, 
excise, value added tax (VAT), turnover tax, franchise tax, 
stamp tax, transfer tax, etc. including customs duties 
levied on imported inputs. (It does not include direct taxes 
that are due or payable like Income Tax, Wealth Tax etc.) 
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The basic aim is that product is exported and not the 
taxes that are levied on its inputs. 
 
Most countries have schemes to refund taxes levied on 
inputs of an export product in the form of duty drawback 
after exports or schemes that allow exemption from 
payment of duty on inputs to be used in export product. 
 
Note: The GATT provisions prohibiting restrictions on 
import also apply to exports. However, as exception, the 
agreement allows countries to levy Export Tax and also to 
restrict export to relieve critical shortages of food etc. 
MFN principle applies in exports also; levying less export 
tax for one country and more for another country is 
infringement of MFN principle. 
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3.9.2.7 The Agreement on Subsidies and Countervailing 
Measures (SCM) 
 
The GATT, under the SCM agreement restrains the right 
of governments to grant subsidies that have significant 
trade distorting effects. Its rules are complex. The 
agreement defines subsidy as a benefit conferred on an 
industry through direct transfer of funds (e.g. grants, loans 
etc.) or forgoing of revenue that should otherwise have 
been collected or by providing goods or services or 
through purchasing by the government The concept of 
benefit is essential to determine whether a measure 
represents subsidy. 
 
(a) Prohibited Subsidies or 'red light subsidies' 
Export subsidies that are contingent upon export 
performance are prohibited such as exemption from direct 
taxes e.g. income tax exemption on export earnings, 
currency retention schemes, exemption or remission of 
direct taxes 'in excess' of those borne by the products or 
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export credits at rates below the government's cost of 
borrowing etc. 
 
Notes:- 
1. Transition period of 8 years was available to 
developing countries. i.e. till 2003 
2. Countries having per capita GNP less than US$ 
1000- are exempt from this. 
3. The developing countries are to phase out subsidies 
if the product becomes 'export competitive' i.e. attains 
world   share of more than 3.25% for two consecutive 
years. 
4. The rule, prohibiting subsidies to promote domestic 
over imported goods, will become applicable on 
developing countries after 5 years i.e. by 2000 and on 
least developed countries   by 2003. 
5. Important: The subsidies remain actionable both 
multilaterally and by countervailing measures; India is 
already embroiled in disputes with many countries as   on 
these issues. 
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(b) Permissible (actionable) or 'amber subsidies' 
These subsidies are permissible till they do not hurt the 
interests of other members. For example, a subsidy 
specific to an enterprise, group of enterprise, industrial 
sector or designated geographical location, is permissible.  
 
Note: 
If such subsidy does cause 'adverse effects' to the 
interests of other members, it becomes actionable. Such 
'adverse effects' take the forms of: serious prejudice to 
domestic industry, injury to domestic industry, nullification 
and impairment of the benefits of bound rates (e.g. 
because of low bound rates, \ if import of a subsidized 
product causes material injury to the industry of importing 
country). 
 
(c) Permissible  (non-actionable) or 'green subsidies' 
Subsidies that are 'not specific' and are granted on the 
basis of objective criteria that are economic in nature and 
horizontal in application and do not favour certain 
enterprises over others are not specific. They are non-
 131 
actionable. Importing countries cannot levy countervailing 
measures on non-actionable subsidies. For example, 
subsidies given by Governments to small & medium 
Enterprises (SMEs), identified on the basis of their size or 
number of employees, would be non-actionable. 
 
Notes: 
1. Certain subsidies though specific are non-actionable 
as subsidies for: research conducted by firms (subject to 
some conditions), upgradation of existing production 
facilities to conform to environmental requirements 
(provided it is 'one time' and is limited to 20% of cost of   
adoption), assistance in development of industries in 
disadvantaged regions etc. 
2. No form of subsidy, including the non-actionable, is 
indisputable, if any subsidy is proved to have caused 
material injury / irreparable damage to the domestic 
industry of   the importing country. It could be brought to 
Dispute Settlement Body or   Committee on SCM (as the 
case may be) in WTO. After favourable verdict the 
complaining country   could initiate counter measures. 
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3.9.2.8 The Agreement on Safeguard Measures 
 
The Agreement on Safeguards authorizes importing 
countries to restrict imports for temporary period if, after 
investigations carried out by 'competent authorities', it is 
established that imports are taking place in such 
increased quantities (either absolute or in relation with 
domestic industry) as to cause 'serious injury' to the 
domestic industry that produces similar or directly 
competitive products. It further provides for the measures 
that could be taken by the importing country such as 
increased tariffs over the bound rates or imposition of 
quantitative restrictions. They should normally be imposed 
on MFN basis i.e. on all the sources (countries). 
 
The agreement lays down criteria and sets out procedural 
requirements which investigating authorities must 
consider in determining whether increased exports are 
causing 'injury' to domestic industry. The procedures also 
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provide adequate opportunity to the likely affected foreign 
suppliers to defend their interests by giving evidence. 
 
The Agreement requires each country to designate 
authorities to be responsible for carrying out investigations 
and publish the procedures it proposes to follow so that 
they are known to the public. 
 
As GATT requires that safeguard measures should be 
applied on non-discriminatory basis, a few countries 
entered into Voluntary Export Restraints' (VERs) or 
Orderly Marketing Arrangements (OMRs). Sometimes 
even the industries in the two countries enter into 
agreement of this nature themselves. Termed as 'grey 
area measures' due to their inconsistency with GATT, the 
Agreement on Safeguards requires that these grey area 
measures must be phased out by 1st Jan 1999. 
 
Notes: 
1. Such 'grey area measures' have been used most 
commonly by the EU and the USA. As GATT does not 
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allow 'x' member country   to impose restriction on import 
from 'y' member country, the  country would be 
encouraged and at times coerced to accept 'voluntary' 
restraint on export to 'x' country. There have been approx.   
200  such bilateral or plurilateral arrangements. 
2. The Agreement provides special and differential 
treatment to developing countries in the application of 
safeguard measures.    Imports from a developing country 
are exempt from safeguard measures if its share in the 
import of the concerned country is less than 3%. However 
the exemption does not apply if developing countries with 
individual shares of less than 3%, accounts for more than 
9% of imports collectively. 
3. Duration of Safeguard measures: the agreement 
stipulates that safeguard measures that were in force on 
1s' Jan'95 (when GATT came into force) be terminated 
after eight years or by 1st Jan 2000, whichever comes 
later. 
4. The maximum initial period of these measures is 4 
years which could be extended to a maximum period of 8 
years (10 years for developing countries). 
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5. The general rules on safeguards do not apply to 
textile products hence the restrictions applied in textiles 
will not be removed by 2000. Under the separate 
agreement, these are to be phased out in four stages over 
a 10 year period. The Agreement on Safeguards will 
come into force on Textile products after 1st Jan 2005. 
6. Special flexibility for infant or new industries in 
developing countries. 
 
GATT rules recognize that Governments in developing 
countries in pursuance of   their programmes and policies 
of economic development may find it necessary to provide 
assistance to new or infant industries. The rules, however, 
lay down stringent conditions for their adoption viz. The 
Government wishing to provide higher protection in such 
cases needs to notify the WTO of:    type of industry such 
protection is sought to be given, the nature of protection 
proposed i.e. through increased tariff or imposition of ORs 
or through license; special difficulties that import wilt have 
on such industries (if no action taken); reasons why 
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measures other than the restrictions will not be effective. 
WTO member countries‘ approval is required. 
 
Enterprises in developing countries which believe that 
they need more protection to develop new industries or 
further develop existing ones need to request their 
Governments to invoke provisions on 'safeguard actions 
for development purposes'. 
 
 
3.9.2.9 The Agreement on Anti-dumping measures (ADP) 
 
The GATT rules deal with two types of 'unfair' practices 
which distort conditions of competition. First, if the goods 
benefit from subsidies. Secondly, if exported goods are 
dumped into foreign markets. The Agreement on Anti-
dumping Practices (ADP) and Agreement on Subsidies 
and Countervailing Measures (SCM) authorize countries 
to levy compensatory duties on import of products that are 
benefiting from 'unfair trade practices'. The criteria and 
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procedures employed by both the agreements for 
determining injury are similar.  
 
Note: 
The Indian exporters find it extremely difficult to justify 
their cost in absence of VAT while facing anti-dumping 
investigations in foreign markets. Most of them just do not 
reply the enquiries of the investigating authorities and 
anti-dumping duties are easily slapped on them. The best 
course for them is to give a "price commitment" that they 
would not export the item below certain price. This would 
pre-empt any attempt of anti-dumping against them. 
 
Dumping means if a company exports a product at a price 
lower than the one it normally charges in its own market 
or if it sells at less than the cost of production, it is said to 
be dumping the product in the importing country. Many 
cases of dumping have been reported in India, which 
have caused serious injury to the domestic industry. More 
than 30 cases have already been investigated in India and 
the final anti-dumping duties have been imposed on the 
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import of the products ranging from chemicals to graphite 
electrodes, originating from countries as China, USA, 
Russia, Thailand, Korea, Japan, Brazil. Mexico, 
Indonesia, Italy etc. Further, more than a dozen cases are 
under investigation. In India, the cases that have been 
investigated or are being investigated so far are those 
where the major players are large industries. Lack of 
awareness of rights enshrined in WTO limits small 
industries' ability to get the cases initiated. FISME has 
started providing assistance to Small Industries in such 
cases. A few important points worth taking note are: 
 
1. WTO Agreements allow Governments to act against 
dumping where there is genuine 'material' injury to the 
competing domestic industry. The Anti-dumping Duties 
(ADD) could either be 'product specific' or 'source specific 
(originating from particular country or countries). The 
duties levied are directly proportional to the level of 
dumping. 
2. The designated authority for investigating anti-
dumping cases is Director General, Directorate General of 
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Anti-Dumping and Allied Duties in Ministry of Commerce. 
After investigation, the case is recommended to Ministry 
of Finance for imposition of ADD. 
3. Several criteria are to be fulfilled before the issue 
can be taken up by Government subject to conditions as 
the import affecting at least 25% of the total domestic 
production (normally), deminimis clause etc. 
4. The application should have detailed information on 
volume of domestic production, description of alleged 
dumped product, its origin, details of exporters; the sale 
price of the product in their home market, export prices in 
other countries, information on injury etc. The work 
demands specialization and experience. 
5. It is to be remembered that alleged exporters also 
have rights to safeguard their interests by providing 
evidence against the claim. Burden of proof is more on 
the affected industry requesting anti-dumping 
proceedings. The claim must stand detailed scrutiny 
supported by proof, to be of any consequence. 
6. Mere dumped/ subsidized exports without a causal 
link to injury to domestic industry or mere hurting of the 
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domestic industry when imported goods do not benefit 
from unfair trade practices do not warrant imposition of 
anti dumping duties. 
 
3.9.2.10  Trade Related Investment Measures 
 
Governments often impose conditions on foreign 
investment to direct flow of investment in accordance with 
certain national priorities. Conditions that can affect trade 
are known as trade related investment measures. There 
are twenty four such TRIMs that countries chiefly use. 
 
The Agreement prohibits use of five TRIMS viz. 
1. Local Content Requirements (LCRs)- imposing use 
of certain amount of local inputs in production .  
2. Trade Balancing Requirement - limiting use of 
import content in proportion to the   export of investing 
company. 
3. Trade balancing Requirement- restrictions on import 
to an amount or value of the product exported. 
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4. Exchange restrictions- restrictions on access to foreign 
exchange to an amount of foreign exchange earnings 
attributable to the enterprise.  
5. Domestic sales requirement-requiring to sell certain 
proportion locally 
 
Notes: 
1. The first two are inconsistent with GATT's National 
Treatment principle and rest were prohibited as they are 
termed as Quantitative Restrictions. 
2. The Agreement is limited in coverage as it prohibits 
use of only five TRIMs as against 24 already identified. 
TRIMs are to be   reviewed further. 
3. In India's case, the only trade related investment 
measure which is inconsistent with TRIMs is its policy 
related to auto sector. 
4.     Market Access Negotiations in Industrial and 
Agricultural Sectors and Agreements on Textiles & 
Clothing and on Agriculture 
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3.9.2.11 Market access commitments 
 
(a)    Industrial Products: 
1. Tariff cuts: 
Developed countries are required to cut tariff by 40% and 
developing countries & transitional economies by 30%, in 
five equal stages so as to reach the agreed rate by 1st 
Jan'2000. (The value of    imported industrial products that 
receive duty free treatment will jump   from   20% to 44% 
in 'developed countries'). 
  
2.  Binding of tariffs 
 
The market access schedules are not simply 
announcements of tariffs alone. They represent 
commitments not to increase tariffs beyond listed rates- 
these are 'bound'. The bound rates serve as a ceiling.  
 
The average level of tariff of 3.8% in developed countries 
conceals more than it reveals. There is high variation of 
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rates within the average; majority of peaks ranging from 
12% to 30% are particularly for items of interest to 
developing countries such as textiles and clothing, 
footwear, leather etc. 
 
It may be noted that new members seeking membership 
of WTO have to comply with the average entry tariff level 
of 20% (in comparison to India's 40%) 
 
Market Access Commitments and India 
 
Market Access negotiations are the hall mark of Uruguay 
Round. There are two components of market access 
negotiations: 
  
A) Tariff Bindings 
B) Tariff Reductions 
 
In the case of Tariff bindings, India has bound 67% of its 
entire tariff lines, with all agricultural lines and nearly 62% 
of industrial lines. Unbound tariff lines include consumer 
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products, petroleum products, some non ferrous metals. 
(Historically most of these items have been on QR List 
which are to be put on OGL by 1st April 2001). Broadly, 
the binding commitment is of 25 or 40 percent. If the 
applied tariff rate in 1990, was above 40%, it was bound 
at 40% and if it was less than 40% it was bound at 25%. 
 
With regard to reduction commitment, except for textiles 
items, reduction in import duties were to be effected in six 
equated annual installments beginning from 1-3-95. In the 
case of textiles, the reduction is to be achieved in 10 
years from the date. Further, under the Information 
Technology Agreement, India has committed to remove 
duties for 217 IT products by year 2003. It may be noted 
that India's applied rates are lower than the bound rates. 
This provides a cushion to increase the duties, if the 
situation so demands. Future market access negotiations 
will result in reduction of duties further. 
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3.9.2.12 Agreement on Textiles and Clothing (ATC) 
 
World Trade in Textiles and Clothing has been subject to 
an array of bilateral quota arrangements over the past 
three decades termed as 'Multi Fibre Arrangement' (MFA). 
The arrangement, when terminated in 1994 had a 
membership of 39 countries; 8 were developed countries 
(4 from EU, US, Norway, Finland and Australia) or 
importing countries and 31 were developing countries or 
exporting countries. They had around 90 bilateral restraint 
agreements in addition to 29 non-MFA Agreements or 
unilateral measures, when Agreement on Textiles and 
Clothing (ATC) came in force. The agreement prescribes 
removal of these restrictions in four phases within 10 
years: 
 
16% of the products on the list be removed on 1st Jan 
1995 
17%  ,,  ,,  ,,by       1st Jan 1998 
18%  „  ,,  ,,by       1st Jan 2002 
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49%  ,,  ,,  „by       1st Jan 2005 
 
The Agreement also requires countries to phase out non-
MFA restrictions within 10 years. The Textile Monitoring 
Body is to oversee implementation of phasing out. 
 
Notes : 
1. As is evident from the phase out table, half of 
liberalization commitment is back-loaded; 49% of items 
under quota restrictions would not go before 2005. 
Further, much of the value added segment-apparels etc. 
are in this 49% category. 
2. The actual effect of the agreement would be noticed 
after 2002- when 3rd stage begins as it is possible for the 
major restraining countries to meet their obligations to 
integrate their textile trade in first 2 stages without 
significantly removing restrictions especially in case of EU 
and USA. 
3. The ATC permits countries to take safeguard 
actions during the transitional period. There has been a 
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spate of such measures adopted against import from 
developing countries. 
4. The agreement has the clause of self-destruction 
built in. With completion 31 of phasing out, the agreement 
will also end in 2005. Then, Textile and Clothing sector 
will be totally integrated in GATT. 
 
Impact of ATC (GATT) on Indian Textiles and 
Garments Sector 
 
The Agreement has great relevance for India whose 
exports of the sector is more than US$ 10 Billion. The 
SWOT analysis of the sector in the light of GATT could be 
summarized as: 
 
Strengths:  
One of the largest producers of cotton, jute, silk and man 
made fibers. Presence of entire chain of manufacturing 
e.g. in cotton, from growing, ginning, spinning, weaving, 
processing to clothing garments/made-ups and also 
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presence of vibrant textiles machinery sector and support 
Institutions as NIFT. Availability of cheap skilled labour. 
 
Weaknesses:  
Low productivity at all levels, from growing to ginning to 
spinning to weaving ( capacity utilization as low as 50% in 
most of the sub-sectors), poor infrastructure-both 
externally (basic infrastructure ports, roads, power etc.) 
and internally (90% of units being very small or in tiny 
sector), absence of productive economy of scales in most 
sub-sectors, absence of VAT, too much regulations and 
control on dynamics of sub-sectors, restrictive import 
regime and trade policy environment, technological 
obsolescence, lack of long term strategy. 
Opportunities:  
With the phasing out of restrictive trade policies- MFA and 
other QRs, substantial increase in size of the markets 
expected. Besides the developed countries, new markets 
would be opened up in developing countries. Post GATT, 
the trade of textiles and clothing is expected to rise by 
US$ 24 Billion per year. 
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Threats:  
Major benefits of ATC agreement under GATT not to be 
available before 2002. 'Quotas' are being removed, but 
'Non-Tariff Barriers' (e.g. in the name of dumping, 
consumer safety, eco-labeling etc.) are fast replacing 
'quotas'. Phasing out of Quotas also mean countries to 
export on their comparative advantage only; Competition 
in international market to increase manifold. 
 
Conclusion:  
The gains are not there for India to go and claim. Three 
years down the line, it would require double the effort to 
even remain at the place where India now is in Textiles 
and Garment Exports. The gains could be manifold, but 
only if, the sector gears up to challenge. Without the 
corresponding internal liberalization with regard to textile 
sector, the benefits of ATC may remain a mirage for India. 
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3.9.2.13 Agreement on Agriculture 
 
Commonly agriculture products are divided in two 
categories: 
 
1. Tropical products (predominantly produced in 
developing countries) as beverages (tea/coffee etc.); hard 
fibres (cotton/jute etc.) and fruits (bananas, mangoes etc.) 
among others.    
 
2. Temperate Zone products (predominantly exported by 
developed countries) as wheat and other grains, meat and 
dairy products. 
 
Most developed countries maintained high level of tariff, 
variable levies and other QRs to import of tropical 
products. Many developed countries also heavily 
subsidized the temperate zone agriculture produce to 
guarantee high returns to the domestic producers. Thus, 
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the agriculture has been one of the most distorted sector 
of trade. 
 
The Agreement requires    : 
1. Elimination of non-tariff barriers through tariffication 
process i.e. restrictions are converted into tariffs. The 
Tariffs are 'bound' after tariffication process. 
2. Reduction in tariff by 36% by developed countries and 
24% by developing countries 
3. Current access and minimum access commitments in 
certain cases (closed markets such as Japan in case of 
rice, required to import min. 3% of home consumption and 
increase it gradually to 5% in 6 years) 
4. Commitment to reduce domestic support on the basis 
of Aggregate Measurement for Support   (20% in 6 years 
by developed countries; 13% in 10 years by developing 
countries) 
5. Commitment to reduce Export subsidization, of value   
by 36%, of quantity by 21% in 6 years for developed 
countries. Developing countries to reduce 24% and 14% 
respectively. 
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Notes : 
1. Most developed countries have converted their QRs 
into high tariffs. Even after reduction, the tariffs run into 
several hundred percent. Still, in many developed 
countries, there will be greater penetration possible of 
agricultural produce. 
2. Although, AMS is computed on a product by product 
basis,  the commitments for reductions apply to the 
aggregate amount. This allows countries flexibility to shift 
support from one product to another, though they are 
required to keep within ceiling limits. 
3. In agriculture, India is under no obligation to reduce any 
of the subsidies given to the farmers. The Aggregate 
Measure for Support (AMS) calculations reveal    that    
Indian Agriculture is more  Taxed than subsidized. 
4. The 3-5 % min. market access   promulgation, is not 
much cause of concern India's tariffs walls for agricultural 
products are quite high,  100% for primary products, 
150% for semi-processed products and 300 % percent on 
edible oils. 
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GATT: Agreement on Agriculture Are the benefits for 
real? 
 
The Agreement on Agriculture magnified the 'dirty games' 
played by both developed and developing countries in the 
name of Agriculture. Further, the agreement exposes one 
of the unique fact of WTO regime: WTO could also be 
used as an instrument to block reforms! 
 
The Agreement has three main components: reduction in 
farm export subsidies, increase in import access, and cuts 
in domestic producer subsidies. Most countries competed 
with one another in fixing the higher tariff walls. EU's final 
binding for the year 2000 are almost two third above the 
actual tariff equivalent for 1989-93. For US, it is three 
quarters higher. Many developing countries also followed 
suit. Result: much less reduction in fluctuations in 
international food markets than tariffication was expected 
to deliver. 
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Second, the market access rules formally introduce scope 
for discriminating in the allocation of tariff rate import 
quotas between countries. This is to legitimize role of 
State Trading Enterprises (STEs). With monopoly status, 
there is ample scope of discriminatory distortions to trade 
volumes as well as prices. 
 
Third, the AMS calculations exclude 'blue box' exemptions 
- direct payment given by some developed countries to 
farmers to limit the production. Then, there are 'green box' 
exemptions which are said to have no effect on 
production. 
 
Fourth, in most low income developing countries including 
India, the farmers remain subject to much higher effective 
taxation and production disincentives than manufacturers. 
In India, there are restrictions on mobility and trade in 
agricultural goods, stocking limitations, monopoly state 
buying agencies, serious structural bottlenecks resulting 
from a variety of policies restricting supply of key inputs as 
credit, infrastructure services, storage etc. 
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From an agricultural perspective, there is greater need to 
reduce the anti-agricultural bias that restricts the farmers 
in low-income countries to produce more and restricts 
from benefiting from global reforms. While this could be 
done unilaterally, the multilateral negotiating process 
offers domestic interest groups an excuse to block it by 
obtaining a quid pro quo from trading partners. The WTO 
in this case was used as an instrument to block reforms. 
[Based on the paper 'Developing Country Agriculture and 
the new trade agenda' by Bemand Hockman & Kym 
Anderson. World Bank and CEPR] 
 
3.9.2.14 Government Procurement 
 
In almost all countries, governments and the agencies 
controlled by them are significant buyers of goods and 
services amounting often to the tune of 10 to 15% of 
GNP. The rules of GATT specifically exempt purchases 
made by Governments from two most important rules 
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MFN principle and National treatment. That means these 
provisions permit purchasing agencies to buy their 
requirements from a domestic manufacturer even at 
higher price, if they so wish. 
 
The Agreement on Government procurement was signed 
in Uruguay Round by a few select countries - chiefly 
developed countries, Korea and Hong Kong being the 
only exception. The agreement requires the signatories to 
accord MFN and National treatment to Government 
purchases as well on agreed purchases listed in the 
annexes by each country. 
   
The obligations which the agreement imposes could be 
classified in two parts; substantive and procedural. The 
substantive obligations require the purchasing agencies to 
apply MFN and National Treatment to goods and services 
contracts above the threshold level specified; the price 
preference to domestic companies is denied. The 
procedural obligations aim at ensuring transparency 
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during pre and post tendering, including procedures or 
challenging the award. 
 
Note: 
India is not a party to the agreement. However, it should 
be noted that US prohibits its purchasing agencies from 
buying from non-member countries of the agreement. 
 
3.9.2.15 State Trading 
 
In many countries State Trading Enterprises are still 
engaged in import and export of certain goods particularly 
food and food products and commodities traded in bulk. 
The STEs are broadly defined as "Governmental and non 
governmental enterprises, including marketing boards, 
which have been granted exclusive or special rights or 
privileges, including statutory or constitutional powers, in 
exercise of which they influence, through purchases or 
sales, the level or direction of imports or exports". 
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The GATT rules impose two main obligations on STEs. 
First, these enterprises should conduct their business on 
the basis of commercial considerations. Second, it is 
required that WTO be notified of relevant information on 
the activities of STEs. 
 
Note: 
 
State Trading needs to be differentiated from Government 
procurement. Under Government procurement, the 
domestically produced or imported product is purchased 
by Government agency for its own use or consumption or 
for the production of goods or services for sale 
domestically. Governments seldom enter into import and 
export of goods for trading. It is done by State Trading 
Enterprises. The GATT rules apply on STEs. e.g.. in India, 
some of the STEs are MMTC, STC, PSUs in petroleum 
sector etc. 
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3.9.2.16 Agreement on Rules of Origin 
 
Article 1 of the Agreement defines it as those laws, 
regulation and administrative determination of general 
application applied to determining the country of origin of 
goods except those related to the planning of tariff 
programme. Thus the agreement covers only rules of 
origin based in non preferential commercial policy 
instruments, such as MFN treatment, anti dumping, 
counter veiling duties, safe guard measures, origin 
marking requirements and any discriminatory quantitative 
restrictions or tariff quotas as well as those used for trade 
statistics and government procurements. It is, how ever, 
provided that determinations made for purposes of 
defining domestic industry or 'like products of domestic 
industry' shall not be affected by the Agreement.  
  
The ROO contains of rules divided into 4 parts and has 4 
annexure to it. The ROO requires WTO members to 
ensure that their ROO are transparent, do not have any 
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restricting, distorting or destructing effects on international 
trade that they are administered in a consistent, uniform, 
impartial and reasonable manner. 
   
3.9.3 General Agreement on Trade in Services (GATS) 
 
"Any thing that could be sold in the market but could not 
be dropped at your foot, is service". This simple 
description given by The Economist encapsulates the 
essence of service and its difference with goods. Services 
are intangible and invisible; goods are tangible and 
visible. They cannot be stored as goods. Generally, the 
protection to services sector is granted through domestic 
regulations (unlike goods through tariffs) for discriminating 
against foreign suppliers. 
 
WTO Secretariat divided services in 12 sectors viz. 
Business Services (including professional & computer), 
Communication Services, Construction and Engineering 
Services, Distribution Services, Educational Services, 
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Environmental Services, Financial Services ( Insurance & 
Banking), Health Services, Tourism and Travel Services, 
Recreational, Cultural & Sporting Services, Transport 
Services and Other Services not included elsewhere. 
These 12 sectors are further sub-divided into 155 sub-
sectors which cover almost all the services in use in the 
world. 
 
Four modes of transaction of service trade (recognized 
and covered under WTO): 
• Service supplied from one country to another (e.g. 
telephone calls)- or 'cross border supply' 
• Consumers making use of service in another 
country (e.g. tourism) – or 'consumption abroad' 
• A foreign company setting up subsidiary or branch 
to provide service ( e.g. foreign bank) or 'commercial 
presence' 
• Individuals travelling to another country to impart 
service ( e.g. fashion model or Indian software 
professionals in USA on contract) or 'presence of natural 
persons'. 
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[India's market access commitments are in the following 
fields, viz. Engineering, Computer Related R&D, 
Technical Treatment and Analysis, Value Added Telecom, 
Construction of Road and Bridges, Hospital Related 
Equipment, Hotels & Other Lodging, Motion Pictures & 
Video Distribution, travel agencies & Tour Operators, 
Internal Freight Transport by Air] 
 
Like the agreement on Goods, GATS operates on three 
levels. The First part contains general principles, second 
part contains annexes on specific sector and third part, 
member countries'    commitments for market access. 
 
The agreement is based on same principles as GATT with 
a few modification in view of the basic differences in the 
nature of goods and services. Besides MFN Principle, it 
also provides for transparency in regulations (requiring 
Governments to publish laws & regulations and to 
establish 'enquiry points' for information), mutual 
recognition of qualifications of service providers etc. 
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The Agreement covers all the services covering all the 
'four modes' through which services are provided. 
Annexes deal with specific service sectors like Financial 
Services, Telecommunications, Maritime Transport etc. 
The Millennium Round of negotiations at WTO (in 2000), 
was to push for liberalizing the Services Sector further. 
 
Few people thought until the Tokyo Round of negotiation 
under GATT (1973-79) that Services would become so 
important that a separate legal instrument-GATS, on the 
line of GATT, would be required one day. With path 
breaking technologies in telecommunications providing 
the impetus, the international transactions in services 
expanded phenomenally during 80s. So much so that by 
the 1998, the global trade in services reached 20% of the 
total world trade in merchandise, at US$ 3 Trillion. 
 
The GATS applies the basic rules of 'trade in goods' to 
'trade in services'. The rules, however, are suitably 
modified to take into account the differences in goods and 
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services and the 'four modes' in which international trade 
in services takes place. All services (any service under 
any sector) are covered by GATS. 
 
3.9.3.1 General Obligations 
 
• The extension of MFN Principle and National 
Treatment :  
Applicable both to service products and to suppliers of 
services, discrimination against member countries and 
discrimination between domestic and foreign service not 
allowed. 
 
• Transparency of regulations:  
Requires all Govts. to publish laws & regulations and to 
establish 'enquiry points' for information before 1st  
Jan'97. 
 
• Mutual recognition of qualification of service 
providers: 
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Urges the member countries to enter into mutual or 
multilateral arrangements to facilitate mutual acceptance 
of standards, qualifications etc. 
 
• Rules governing monopolies and business practices 
restraining competition: 
The rules are against the abuse of   monopolies of service 
providers; affected countries have right for request to 
eliminate these distortions. 
 
3.9.3.2 Annexes to GATS 
 
Annex on Movement of Natural persons supplying 
services under the agreement:  
This annex specifies that natural persons that are 
themselves service suppliers or employed by service 
suppliers shall be allowed to provide services in 
accordance with the specific commitments given by 
countries relating to the entry and temporary stay of such 
persons. 
 166 
 
 
 
Annex on Financial services: 
This annex applies to banking, insurance and other 
finance related services. It provides that GATS provisions 
should not prevent a country from taking prudential 
measures in restoring the integrity and stability of financial 
system. 
 
Annex on Telecommunication: 
It requires a country to provide all service suppliers-
domestic and foreign, access to any public 
telecommunication network as included in its schedule. 
Chief exceptions are cable or broadcast distribution of 
radio and television programming. Developing countries 
are allowed to impose reasonable conditions to 
strengthen their telecommunication infrastructures, if, they 
have specified this in their schedule. 
 
Annex on negotiation of Basic Telecommunication: 
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Negotiations for the liberalization of basic long distance 
and international telecommunication services. 
 
Annex on Maritime Transport Services: 
The negotiations chiefly cover maritime services as 
International and shipping, access to and use of port 
facilities. 
 
India : The world service provider in the next millennium 
 
One area where India has real chance of becoming a 
super power, is services. India has tremendous potential 
in the area because of its comparative advantage in the 
field of Human Resources and availability of supporting 
research institutions and universities. It has already 
created shining success stories in customized Software 
exports capturing world market share of approx. 20%. 
 
For the first time, the recently amended EXIM Policy, has 
added a new chapter on Service Sector according due 
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recognition to it. Some of the high growth areas for India 
are: 
 
Accountancy and Tax, Advertising and Promotion, 
Architectural Services, Brokerage Services, Computer 
Services, Data Processing & Software Design Services, 
Engineering, Surveying and Technical Consultancy, 
Environmental Services, Equipment Maintenance & 
Repair, Facilities Management, Feasibility Studies, Film 
Production,  Health care Services, Insurance Services, 
Legal Services, Market Research & Mgt., Consultancy, Oil 
& Gas Services, Peace Keeping Services, Printing & 
Publishing, Recreational and Entertainment Services, 
Educational Services, Research & Development Projects 
 
Exports have already started taking place in most of the 
areas outlined above based on technical workshop 
conducted by ITC, during 1997 in New Delhi 
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3.9.3.3 Liberalization commitments 
 
Of the 106 signatories of GATS, 95 certified schedules 
were attached to the agreement (EU presented 1 
schedule for 12 member countries). As mentioned earlier, 
there are 12 major service sectors and 155 sub-sectors. 
Further, there are 4 modes under which the trade of these 
services takes place. The commitment of a country is 
examined in the light of the basic principles of GATS viz. 
market access, national treatment and MFN treatment. 
Then, there are horizontal commitments which are 
applicable to all types of services and specific 
commitments applicable to specific service. Out of the 106 
countries (77 developing, 4 transition economies and 25 
developed countries), 87 indicated limitations to 
commitments that apply to all sectors in their schedule in 
Part - I under Horizontal commitments. Limitations 
applying to specific service activity are entered into Part - 
II. 
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All member states have not made commitments on all the 
type of services Developed countries have made 
commitments on approx. two-third of all service activities, 
transition economies on over one half and developing 
countries - as a group, over 16% of the total 149 service 
activities. India is grouped under the countries having 
committed between 31-40 service activities. 
 
Notes : 
1. The services obligations of each WTO member 
cannot be understood by reference to general GATS 
rules. A member's obligations depend largely upon the 
specific commitment it has undertaken in its national 
schedule. These schedules are integral part of GATS. 
These are very complex and different from GATT 
schedules. 
2. Temporary exemptions were granted to countries 
that were bound   under bilateral/ multilateral agreements 
to provide preference to trading partners when the 
agreement was signed. 
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3. The Agreement recognizes the asymmetry that 
exists between developed and developing countries in the 
development of service sector. It provides greater 
flexibility to developing countries to open up fewer sectors 
and fewer types of transactions. 
4. The Agreement provides the developing countries 
the flexibility to   impose conditions on the foreign service 
providers e.g. condition that   foreign companies could 
enter through Joint Venture route only or denying majority 
share to   them. 
 5. WTO's   Millennium Round of Negotiations, starting   
in 2000, will   have its focus on liberalizing the   services 
sector substantially. 
6. GATS' recognition of the need for temporary 
movement of the skilled personnel to the developed 
countries would allow India to get greater access for its 
skilled manpower in areas like Computer software and  
engineering & construction etc. 
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3.9.4 Agreement on Trade Related Aspects of Intellectual 
Property Rights (TRIPS) 
 
The objects of intellectual property are creations of human 
intellect. The Agreement is built on the existing 
International conventions dealing with Intellectual Property 
Rights (IPRs). 
 
Basic principles of the agreement are same: MFN and 
National Treatment. It seeks to address five objectives viz. 
Application of basic principles, protection to IPRs, 
enforcement, dispute settlement and provisions for 
transitional arrangements. 
 
The agreement covers Patents, Copyrights, Trademarks, 
Industrial Designs, Layout designs for integrated circuits, 
Geographical indications and Undisclosed Information or 
Trade secrets. 
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Most of the developing countries, including India, are 
required to amend the existing laws to bring them in 
conformity with TRIPS Agreement to provide adequate 
protection to IPRs within 5 years ( from 1st Jan'95 ). 
Further, many countries do not have laws related to 
Geographical indications, Trade secrets, performers' 
rights under copyright laws etc. Govts. are required to put 
in place new legislation. 
 
The objects of intellectual property are creations of human 
mind, the human intellect; thus the designation 
'intellectual property'. The Agreement on Trade Related 
Intellectual Property Rights (TRIPS) is built on the existing 
international conventions dealing with IPRs. Its provisions 
apply to the seven IPRs only viz. Patents; Copyright and 
related right; Trademarks; Industrial Designs; Layout 
designs of integrated circuits; Geographical indications; 
Undisclosed information. The Agreement addresses five 
broad issues: 
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1. How   the basic principles of the trading system &   
international IPR agreements should be applied 
2. How to give adequate protection to IPRs 
3. How countries should enforce those rights 
4. How to settle disputes on IPRs 
5. Special transitional arrangements for the period 
when the new system is being introduced 
 
The basic principles of the trading system i.e. National 
treatment ( treating one's own nationals and   foreigners 
equally) and Most Favoured Nation or MFN Treatment ( 
equal treatment for the nationals of all trading partners) 
Adequate protection to IPRs: 
 
This part examines different aspects of IPRs and ways to 
protect them. The starting point is obligations under the 
main international agreements of the World Intellectual 
Property Organization (WIPO) that existed before WTO. 
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3.9.4.1 Patents 
Patents provide property rights to inventions-a novel idea 
which permits in practice the solution to a specific 
problem. To be registered as patent, the invention must 
be new, must involve an inventive step and must be 
capable of industrial application. The agreement stipulates 
that countries shall grant patents for inventions in all fields 
of technology and for both 'product' and 'process'. 
 
Note: 
1.  The following cannot be patented: 
(a) Diagnostic, therapeutic, surgical methods for 
treatment of humans and 
animals 
(b) Plants and animals, other than micro-organisms 
(micro-organisms, though not very clearly defined in 
conventions, scientifically mean any material which is self 
replicable or replicable via a host organism e.g. bacteria, 
gene, gene sequences, cell lines, viruses etc.) 
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(c) Essentially biological processes for the production of   
plants and animals (other than non-biological or micro-
biological processes. 
 
2.  Important: Where country excludes plant varieties 
from patentability- as India, it is expected to provide 
protection under a 'sui generis' system. 
 
New Patent Laws and Pharmaceutical Industry 
 
Indian patent laws did not allow product patent on sectors 
viz. food, chemicals & drugs; only process patent was 
allowed (primarily to keep the patented products within 
reach of common man). That means any patented product 
could be manufactured with a little change in the process. 
At the same time, in  case of drugs, because of Drug 
Price Control Order (DPCO) regime, excess capacities 
were used to export the bulk drugs in view of 
unremunerative home market (formulations were exported  
chiefly to countries having weak patent regimes-Russia, 
Africa etc).Now, product patent has been incorporated. 
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What will happen? Shake-out in Indian Pharma Industry, 
could be generally skewed in favour of large units and 
MNCs, against small industries (in line with the trend in 
industrialized countries) 
 
Products patented before (1-1-95) could be manufactured 
using a different process, but not after this agreement. 
Without license compulsory licensing gets difficult; patent 
holder to be heard before license grant; importing a 
patented product for selling will require license from 
patent holder. Earlier protection time was 7 years from 
application or 5 years from sealing of patent and 14 years 
for food and agri-chemicals; now uniform protection for 20 
years. New opportunity for Indian companies would 
emerge as drugs going off patent. The prices are not 
going to soar; hardly 10% of the Essential Drugs (approx. 
275) listed by WHO are under patent regime. Moreover, 
DPCO is not affected by GATT. 
 
The challenges that sector faces today could be 
summarized in the words of Dr. Parvinder Singh (then 
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CMD, Ranbaxy Laboratories Ltd). He said while debating 
on the issue, "..by agreeing to comply with the TRIPS 
agreement, we have set the clock in motion- we now need 
to take measures to ensure that we are prepared to meet 
this challenge....from being technology driven, the industry 
needs to be innovation led. There is a lot to be gained 
from the synergies that remain untapped between 
Government labs, industry and academia. Even though 
we have lost precious time (in debating when to allow 
product patent), it is still (perhaps) not too late in 
leveraging the situation to our benefit". 
 
3.9.4.2 Copyrights 
 
The subject matter of copyright protection includes works 
in the literary, scientific and artistic domain, whatever may 
be the mode or form of expression. It must be original 
creation, (not necessarily the idea, but the form in which it 
is expressed). Owners of copyright of a protected work 
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have a right to exclude others from using it without their 
authorization. 
 
3.9.4.3 Trademarks 
 
The agreement on Trademarks consists of definition of 
'trademark', exclusive rights of trademark owners and 
prohibition of imposition of special requirements for use of 
trademarks and guidelines for cancellation of trademarks. 
A trademark is defined as a sign that serves to distinguish 
the goods of an industrial or commercial enterprise from 
those of other enterprises. The sign may consist of words, 
letters, numerals, figurative elements and combination of 
colours. It also provides that a trademark can be 
cancelled 'only after an uninterrupted period of last three 
years of non-use'. 
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3.9.4.4 Industrial Designs 
 
Industrial designs- which cover the ornamental feature of 
product including shapes, lines, motifs and colours, are 
covered under the Agreement. It stipulates member 
 
3.9.4.5 Layout Designs of Integrated Circuits 
 
Except when it provides otherwise, the agreement 
requires countries to protect the layout designs of the 
integrated circuits. 
 
3.9.4.6 Geographical indications 
 
Such indications aim at informing the consumer that a 
good has the quality or reputation or other 'characteristic' 
which is essentially attributable to its geographical origin, 
e.g. Champagne- a term associated with wine produced in 
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a certain region of France. Wine produced in other 
country cannot be called 'Champagne'. 
 
3.9.4.7 Undisclosed information or trade secrets 
 
The TRIPS agreement for the first time, provides 
'protection' to undisclosed information -trade secrets or 
know-how. It stipulates that a person lawfully in control of 
'secret information' that has commercial value, must have 
the possibility of preventing it from being disclosed to .or 
used by others without this consent in a manner contrary 
to honest commercial practices. Agreement, however, 
provides for submission of test-data required by 
Governments, as a condition of approving the marketing 
of Pharmaceuticals and other chemicals. 
 
3.9.4.8 Enforcement 
 
Part three of TRIPS, requires that Governments ensure 
enforcement of IPR laws after having enacted them or 
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suitably modifying them in light of the TRIPS agreement, 
so as to deter violations. The agreement describes in 
detail how enforcement should be handled including rules 
for obtaining evidence, provisional measures, injunctions, 
damages etc. 
 
3.9.4.9 Transition arrangements 
 
When WTO agreement took effect on 1st Jan 1995, 
developed countries were given one year to ensure that 
their laws conformed to TRIPS agreement. The 
developing countries and transitional economies were 
given 5 years and least developed countries 11 years. 
 
If a developing country did not provide product patent 
protection (as in the case for India) it had up to 10 years 
to introduce the protection (i.e. by 2005). But for the 
pharmaceuticals and agricultural chemical products, the 
country must start accepting the patent applications from 
the beginning of transition period, pending grant of patent. 
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If Government wants the relevant pharmaceutical product/ 
chemical to be marketed during the transition period, it 
must provide-subject to some conditions, 'Exclusive 
Marketing Rights' or EMRs for the product for 5 years or 
till the grant of patent, whichever is shorter. 
 
Note: 
The status of compatibility of IPR legislation in India with 
regard to TRIPS is as follows: The patent act was partially 
amended in 1994. The second amendment bill is before 
the Joint Parliament Committee of the Parliament. 
Enactment of this bill, expected by year 2000, would be 
an important step forward. The new / amended bills for 
copyrights, trade marks, industrial designs / layout 
designs for ICs and geographical indications have been 
passed by the Parliament and are in the process of being 
notified. 
 
The IPR regime under GATT & Impact on India - 
'Recognize the 'Power shift' from Turmeric and Neerrv‘ 
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The TRIPS agreement has put great emphasis on 
property created out of intellect or mind and on its 
protection. The impact of this single agreement is all 
pervasive and profound on every walk of life. No 
agreement has been as sensitive, as complex and as 
controversial as this. 
 
India awakened when news headlines brought such 
issues to focus as news of Patents on neem, turmeric and 
claims on Basmati, Darjeeling Tea, Alphonso Mango- 
though grown anywhere, started pouring in from around 
the world. Few cases were contested and won also; some 
were lost as we were not prepared. For some even the 
protective law did not exist e.g. TRIPS agreement 
provides mutual recognition of Geographical Indications-
GIs (characteristic quality of goods associated with its 
geographical origin- as Darjeeling Tea). There is no 
provision, however, for protecting GIs that are not 
protected in their country of origin and which have fallen 
into disuse in other country. We do not have a law for 
protecting GIs. The GIs are to be protected by Patents or 
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a sui generis ( meaning country's own kind or unique) 
system or a combination of both. The law is being put in 
place now. 
 
Sudden developments? No. When the rules of the game 
were being drafted, we decided not to be part of the 
process for one reason or other e.g. 'Paris Convention' or 
several other conventions. So far our approach has been 
reactive, rather being proactive. World did not wait for us 
and opportunities slipped by. 
 
There is huge potential for Indians for creating wealth of 
intellect. It is not in field of software alone where amazing 
success stories are being created by people like Sabir 
Bhatia or Azim Premji but also by others as Writers (a la 
Vikram Seths), music singers/ composers ( a la Ravi 
Shankars), Directors -films ( a la Shekhar Kapoors, Bedi 
Bros.)... the list is endless. 
 
Affordable, Accessible and Stricter IPR regime in India will 
go a long way in creation of wealth through Intellectual 
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initiatives. Institutions have a crucial role to play. It needs 
to be made a movement it is that important. India is not 
just going to benefit from it, it is going to thrive on it and 
that is for certain countries to protect industrial designs 
that are either 'new' or original'. 
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4 CHAPTER 4: PROTECTIVE MEASURES OF WTO 
4.1 Anti-Dumping Measures 
 
Section 9A of the Customs Tariff Act, 1975 (hereinafter 
referred to as "the Act") as amended in 1995 and the 
Customs Tariff (Identification, Assessment and Collection 
of Anti-dumping Duty on Dumped Articles and for 
Determination of Injury) Rules, 1995 (hereinafter referred 
to as "the Rules") framed there under form the legal basis 
for anti-dumping investigations and for the levy of anti-
dumping duties. These are in consonance with the WTO 
Agreement on anti-dumping measures. These rules form 
the legislative framework for all matters relating to 
dumping of products, which include the substantive rules, 
rules relating to practice, procedure, regulatory 
mechanism and administration. 
 
Principles governing the determination of Normal Value, 
Export Price and Margin of Dumping are laid down under 
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Annexure I to the Customs Tariff (Identification and 
Assessment and Collection of Anti-dumping Duty on 
Dumped Articles and for Determination of Injury) Rules, 
1995. The understanding of the anti-dumping practices 
and procedures is not feasible without understanding the 
terms Normal value, export price and margin of Dumping 
 
Dumping occurs when the export price of goods imported 
into India is less than the Normal Value of 'like articles' 
sold in the domestic market of the exporter. Imports at 
cheap or low prices do not per se indicate dumping. The 
price at which like articles are sold in the domestic market 
of the exporter is referred to as the "Normal Value" of 
those articles. [Sec 9A(c)] 
 
4.1.1 Dumping 
 
Under the Anti-dumping Rules, a product is considered to 
be dumped if its export price is lower than its normal 
value. The basis for assessing the normal value and the 
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export price depend on the particular situation prevailing 
in the country of origin or export and the importing 
country. Thus, dumping is said to occur when the goods 
are exported from a country to another country at a price 
lower than its normal value. Therefore, the two 
fundamental parameters that are used to determine 
dumping are 'normal value' and 'export price' 
 
Article 2.1 of the WTO Agreement on Antidumping 
stipulates: 
"A product is considered as being dumped i.e. introduced 
into the commerce of another country at less than its 
normal value if the export price of the product from one 
country to another is less than the comparable price, in 
the ordinary course of trade, for the like product when 
destined for consumption in the exporting country." 
 
The definition of dumping as provided in the agreement 
requires a comparison between the export price on the 
one hand and the comparable price of the like product in 
the domestic market of the exporting country, on the other 
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.If the export price is found to be less than the comparable 
price of the like product in domestic market it would result 
in determination of anti-dumping duty. 
 
4.1.2 Normal Value 
 
The normal value is the comparable price at which the 
goods under complaint are sold, in the ordinary course of 
trade, in the domestic market of the exporting country or 
territory. 
 
If the normal value cannot be determined by means of 
domestic sales, the Act provides for the following two 
alternative methods: 
(1)     Comparable   representative   export   price   to   an   
appropriate third country. 
(2)    Cost of production in the country of origin with 
reasonable addition for administrative, selling and general 
costs and for profits. 
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'Normal Value' is one of the most important factors in 
determination and assessment of level of dumping. In any 
anti-dumping investigation it is the normal value, which 
when compared with the export price determines the 
margin of dumping. 
 
4.1.3 Export Price  
 
The export price of goods imported into India is the price 
paid or payable for the goods by the first independent 
buyer. Export price refers to the f.o.b. export price in the 
country of export. The "export price" of the goods 
allegedly dumped into India means the price at which it is 
exported to India. It is generally the CIF value minus the 
adjustments on account of ocean freight, insurance, 
commission, etc. so as to arrive at the value at ex-factory 
level. The "margin of dumping" is the difference between 
the normal value and the export price of the goods under 
complaint. It is generally expressed as a percentage of 
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the export price. Determination of dumping needs 
comparison of Normal value with the export price. 
 
4.1.4 Constructed Export Price  
 
There may be a situation where the domestic sales or 
third country sales of like product are not in the ordinary 
course of trade or the sales in the domestic market of the 
exporting country are very low in volume. If there is no 
export price or the export price is not reliable because of 
association or a compensatory arrangement between the 
exporter and the importer or a third party, the export price 
may be constructed on the basis of the price at which the 
imported articles are first resold to an independent buyer. 
If the articles are not resold as above or not resold in the 
same condition as imported, their export price may be 
determined on a reasonable basis. 
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4.1.5 Margin Of Dumping 
 
Margin of dumping refers to the difference between the 
Normal Value of the like article and the Export Price of the 
product under consideration. Margin of dumping is 
normally established on the basis of a comparison of 
weighted average of normal value with a weighted 
average of prices of comparable export transactions; or 
comparison of normal values and export prices on a 
transaction-to-transaction basis. 
 
A Normal Value established on a weighted average basis 
may be compared to prices of individual export 
transactions if the Designated Authority finds a pattern of 
export prices that differ significantly among different 
purchasers, regions, time period, etc. It is significant to 
note that the alternative method of comparing the normal 
values and export prices is a major change introduced 
after the Uruguay Round. The margin of dumping is 
generally expressed as a percentage of the export price. 
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4.1.6 Factors affecting comparison of normal value and 
export price 
 
The export price and the normal value of the goods must 
be compared at the same level of trade, normally at the 
ex- factory level, for sales made as near as possible in 
time. Due allowance is made for differences that affect 
price comparability of a domestic sale and an export sale. 
These factors, inter alia, include: 
 
 Physical characteristics 
 Levels of trade 
 Quantities 
 Taxation 
 Conditions and terms of sale 
 
It must be noted that the above factors are only indicative 
and any of the factors, which can be demonstrated to 
affect the price comparability, is considered by the 
Authority for the purpose of comparison. 
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4.1.7 Like Articles 
 
"Like article," means an article which is identical or alike in 
all respects to the article under investigation for being 
dumped in India or in the absence of such article, another 
article which although not alike in all respects, has 
characteristics closely resembling those of the articles 
under investigations. Dumping can be a subject matter of 
anti-dumping regulation only where the product alleged to 
be dumped is produced or a product of a like nature is 
produced in India. Anti-dumping action can be taken only 
when there is an Indian industry which produces "like 
articles" when compared to the allegedly dumped 
imported goods. The article produced in India must either 
be identical to the dumped goods in all respects or in the 
absence of such an article, another article that has 
characteristics closely resembling those goods. 
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4.1.8 Injury Analysis 
 
In regard to injury to the domestic industry, the industry 
must be able to show that dumped imports are causing or 
are threatening to cause "material injury" to the domestic 
industry. Material retardation to the establishment of an 
industry is also regarded as injury. The material injury or 
threat thereof cannot be based on allegation, statement or 
conjecture. Sufficient evidence must be provided to 
suppon die contention of material injury. The Indian 
industry must be able to show that dumped imports are 
causing or are threatening to cause material injury to the 
India 'domestic industry'. Material retardation to the 
establishment of an industry is also regarded as injury. 
The material injury or threat thereof cannot be based on 
allegation, statement or conjecture. Sufficient evidence 
must be provided to support the contention of material 
injury. Injury analysis can broadly be divided in two major 
areas: 
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THE VOLUME EFFECT  THE PRICE EFFECT  
The Authority examines the volume 
of the dumped imports, including 
the extent to which there has been 
or is likely to be a significant 
increase in the volume of dumped 
imports, either in absolute terms or 
in relation to production or 
consumption in India, and its affect 
on the domestic industry.  
The effect of the dumped imports 
on* prices   in   the   Indian   
market  for like articles, including 
the existence of price 
undercutting, or the extent to 
which the dumped    imports    are    
causing   price depression or 
preventing price increases for the 
goods which otherwise would 
have occurred. The consequent 
economic and financial impact of 
the dumped imports ; on the 
concerned Indian industry can be [ 
demonstrated, inter alia by: 
decline in output loss of sales loss 
of market share reduced profits 
decline in productivity decline in 
capacity utilization reduced return 
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on investments price effects 
adverse   effects   on   cash   flow, 
inventories, 
employment, wages, growth, 
investments, ability to raise 
capital, etc.  
 
Injury analysis is a detailed and intricate examination of all 
the relevant factors. It is not necessary that all the factors 
considered relevant should individually show injury to the 
domestic industry but the ascertainment of injury or threat 
of injury on any of the relevant factor can be a 
consideration in the investigation carried out for the 
purpose of anti-dumping. 
 
An anti-dumping measure may not be imposed unless it is 
determined, pursuant to an investigation conducted in 
conformity with the procedural requirements, that: 
 
(1)     There is existence of dumped imports; 
(2)     There is material injury to a domestic industry; and 
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(3)  There is a causal link between the dumped imports 
and the injury.  
 
The basic requirement for determination of injury is that 
there is an objective examination, based on positive 
evidence of the volume and price effects of dumped 
imports and the consequent impact of dumped imports on 
the domestic industry with regard to factors such as 
decline in sales, selling price, market shares, profits, 
production etc. The establishment of the causal link 
between the dumping and injury to the domestic industry 
is a sine qua non for imposition of anti-dumping duty. The 
causal link is generally explained in terms of volume and 
price effects of dumping. The volume effect of dumping 
relates to the market share of the domestic industry vis-a-
vis the dumped imports from the subject country while 
with regard to the price effect, it has to be considered 
whether there has been a significant price under cutting 
by the dumped imports as compared with the price of the 
like product in India, or whether the effect of such imports 
is otherwise to depress prices to a significant degree or 
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prevent price increase which otherwise would have 
occurred to a significant degree. 
 
4.1.9 Non-Injurious Price in relation to injury margin 
 
Non-Injurious Price (NIP) is that level of price, which the 
industry is, expected to have charged under normal 
circumstances in the Indian market during the period 
defined. This price would have enabled reasonable 
recovery of cost of production and profit after nullifying 
adverse impact of those factors of production which could 
have adversely affected the company and for which 
dumped imports can't be held responsible. 
 
Besides the calculation of the margin of dumping, the 
Designated Authority also calculates the Injury Margin for 
the Domestic Industry. The Injury Margin is the difference 
between the Non-Injurious Price due to the Domestic 
Industry and the Landed Value of the dumped imports. 
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Landed Value for this purpose is taken as the assessable 
value under the Customs Act and the applicable basic 
Customs duties except CVD, SAD and special duties. 
 
For calculating Non-Injurious Price, the Authority calls for 
costing information from the domestic industry in the 
prescribed proforma for the period of investigations and 
for three previous years. Accounting records maintained 
on the basis of Generally Acceptable Accounting Principle 
(GAAP) form the basis for estimating Non-Injurious Price. 
In the estimation of Non-Injurious Price for the Domestic 
Industry, the Authority makes appropriate analysis of all 
relevant factors like usage of raw material, usage of 
utilities, captive consumption etc. and the actual expanses 
during the Period of Investigation including the 
investments, the capacity utilization etc. The Non-Injurious 
Price for Domestic Industry is determined considering the 
reasonable return on the capital employed. The Supreme 
Court of India has held that the computation of non-
injurious price (NIP) under the country's antidumping law 
must apply for an entire industry and not to only particular 
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companies or enterprises. The court was ruling on a 
petition filed by Reliance Industries Ltd (RIL) against an 
order of the Designated Authority (DA) for anti-dumping in 
the Ministry of Commerce. 
 
RIL, the sole producer of pure terephatalic acid (PTA) in 
India, had sought imposition of anti-dumping duty on PTA 
imported from Japan, Malaysia, Spain and [' Taiwan. The 
DA had recommended a duty of Rs 521 per metric tonne 
on PTA originating only from Spain. The DA had not 
recommended duty on imports from Japan and Malaysia 
on the grounds that they were "above the non-injurious 
price". 
 
The SC bench of judges Ashok Bhan and Markandey 
Katju said: 'The DA has clearly erred in law because it 
was required to carry out the determination of injury and 
computation of NIP for the domestic industry as a whole 
and not in respect of any particular company or 
enterprise." 
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The bench noted that the purpose of the antidumping law 
was prevention of "destruction" of domestic industries. 
"The antidumping law is extremely important for the 
country's industrial progress and hence there should be 
total transparency and fairness in its implementation," the 
bench said. 
 
4.1.10 Causal Link 
 
A 'causal link' must exist between the material injury being 
suffered by the Indian industry and the dumped imports. 
In addition, other injury causes have to be investigated so 
that they are not attributed to dumping. Some of these are 
volume and prices of imports not sold at dumped prices, 
contraction in demand or changes in the pattern of 
consumption, export performance, productivity of the 
domestic industry etc. 
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4.1.11 Who can file application? 
 
A dumping investigation can normally be initiated only 
upon receipt of a written application by or on behalf of the 
"Domestic Industry". In order to constitute a valid 
application, the following two conditions have to be 
satisfied: 
 
(1)   The domestic producers expressly supporting the 
application must account for not less than 25% of the total 
production of the like article by the domestic industry in 
India; and 
 
(2) The domestic producers expressly supporting the 
application must account for more than 50% of the total 
production of the like article by those expressly supporting 
and those opposing the application. 
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4.1.12 Domestic industry 
 
―Domestic industry" means the Indian producers as a 
whole engaged in the manufacture of like articles and any 
activity connected therewith or those whose collective 
output of the said article constitutes a major proportion of 
the total domestic production of that article except when 
such producers are related to the exporters or importers 
of the alleged dumped article or are themselves importers 
thereof in which case such producers may be deemed not 
to form part of domestic industry. 
 
Producers who are related to the exporters or importers or 
are themselves importers of the allegedly dumped goods 
shall be deemed not to form part of the domestic industry. 
The term "domestic industry" is defined under sub-rule (b) 
of Rule 2. 
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4.1.13 Investigation for anti-dumping measures 
 
The investigation authorities are required to follow the 
prescribed procedure and are required to follow various 
time limits as provided for in the Agreement for Anti-
dumping and Agreement on Subsidies and Countervailing 
Measures. The agreements provide broad guidelines for 
the procedure to be followed while taking anti-dumping 
measures. These procedures have been adopted and 
inculcated in domestic laws of the countries and are used 
for taking anti-dumping measures. Article 5 of the 
Agreement on Anti-Dumping provides for the broad 
guidelines to be followed for initiation and proceeding with 
investigation for anti-dumping measures. 
 
The extensive and detailed procedural requirements 
relating to investigations focus on the sufficiency of 
petitions to ensure that frivolous investigations are not 
initiated, on the establishment of time periods for the 
completion of investigations, and on the provision of 
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access to information to all interested parties, along with 
reasonable opportunities to present their views and 
arguments. Additional procedural requirements relate to 
the offering, acceptance, and administration of price 
undertakings by exporters in lieu of the imposition of anti-
dumping measures. The Rules also provide for the timing 
of the imposition of anti-dumping duties, the duration of 
such duties, and obliges Designated Authority to 
periodically review the continuing need for anti-dumping 
duties and price undertakings. It is also provided that India 
may, at its discretion, take anti-dumping actions on behalf 
of and at the request of a third country, which is a member 
of the World Trade Organization. 
I. Initiation upon a written application by or on behalf of 
the domestic industry. [Rule 5(1) of the Anti Dumping 
Rules] 
1.      Contents of Application 
2.    Authorities shall examine the accuracy and adequacy 
of the evidence in the application to justify any 
investigation. 
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3.     An investigation shall not be initiated unless the 
authorities have  determined the degree of support for, or 
opposition for the alleged dumping. 
4.   Publication of the application for the initiation of an 
investigation to be  avoided  till  the  time  authorities  
had  taken  a  decision  to initiate investigation. 
5.    The authorities shall notify the Government of the 
exporting Member concerned after receipt of a properly 
documented application and before  proceeding to 
initiate an investigation. 
6.    The authorities to consider dumping and injury 
simultaneously in the decision whether or not to initiate an 
investigation, and also for of the investigation into alleged 
dumping. 
7.       An application shall be rejected and investigation 
terminated promptly as soon as the authorities concerned 
are satisfied that there is not sufficient  evidence of 
either dumping or of injury and where margin of dumping 
is de minimis, or volume of dumped imports, or the injury, 
is negligible. 
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8.      An anti-dumping proceeding shall affect customs 
clearance. 
9.      Investigations shall be concluded within one year, 
and in no case more  than 18 months, after their 
initiation except in special circumstances 
  
Suo moto initiation of investigation by the authorities if 
they have sufficient evidence of dumping, injury and a 
causal link as prescribed in the suitable agreements. 
[Rule 5(4) of the Anti Dumping Rules] 
 
The Designated Authority initiates the proceedings for anti 
dumping action on the basis of a petition received from 
the domestic industry alleging dumping of certain goods 
and the injury caused to it by such dumping. However, 
Rule 5(4) of the Anti Dumping Rules provides for suo-
motu initiation of anti dumping proceedings by the 
Designated Authority on the basis of information received 
from the Collector of Customs appointed under the 
Customs Act, 1962 or from any other source. In such 
circumstances, the Authority initiates the anti dumping 
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investigation on its own without any complaint/petition 
filed in this regard provided the Authority is satisfied that 
sufficient evidence exists as to the existence of dumping, 
injury and causal link between the dumped imports and 
the alleged injury. It is further clarified that after initiation, 
the suo-motu investigation follows the same procedure as 
the one based on a petition as mentioned in the Anti 
Dumping Rules. 
 
Essential requisites for the initiation of an investigation for 
the purpose of Antidumping are as follows: - 
 
(a)      Sufficient evidence to the effect that;  
(i)       There is dumping, 
(ii)      There is injury to the domestic industry; and 
(iii)     there is a causal link between the dumping and the 
injury, that is to say, that the dumped imports have 
caused the alleged injury. 
(b)     There  shall be  domestic producers  expressly 
supporting the anti dumping application, must account for 
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not less than 25% of the total production of the like article 
by the domestic industry. 
 
4.1.14 Special Economic Zones (SEZ) 
 
Anti-dumping duty or safeguard duty is not applicable for 
imports by EOU or SEZ units, unless it is specifically 
made applicable in the notification imposing antidumping / 
safeguard duty, [section 8B(2A) and section 9A(2A) of 
Customs Tariff Act] 
 
Exemption notifications have been issued under section 
25(1) of Customs Act, making statutory provisions for -
granting exemption from customs duties to goods 
imported by EOU / SEZ units. The important exemptions 
are as follows - 
 
Notification No. 52/2003-Cus dated 31-3-2003 [Earlier No. 
53/97-Cus dated 3-6-1997] granting exemption to EOU 
units. 
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4.1.15 Reasons for resorting to dumping 
 
Conscious Selling of goods in foreign market at a price 
lower than the price of the same good in the domestic 
market is classified as dumping. The exporter may resort 
to such practice due to varied reasons and factors 
prevailing in the domestic market in which he is operating. 
The exporter may have been producing the goods in his 
home country in large volumes and may have attained a 
low cost of production due to huge economies of scale. lie 
might have experienced a saturation of demand for his 
product in his home market and is looking for markets to 
sell his product backed by the benefits of large scale 
economies, low cost of production due to maximum usage 
of plant over a long period and virtually negligible fixed 
cost left to recover from sales. This practice may be 
adopted due to enjoyment of lower cost of raw material 
available in abundance to the producer/exporter, cost 
effectiveness with the exporter may be due to number of 
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factors operating in the local market. Advantage of 
physical nearness to the source of raw material will prove 
to be a cost advantage where the cost of transportation of 
raw material is the major ingredients in the final price of 
the product and the exporter may be tempted to resort to 
price discrimination. The practice of dumping at a price far 
lower than the one charged in the domestic market may 
be resorted to by exporter where they have a cushion in 
the form of huge profit margins in the domestic market 
and they adopt this practice as a form of cross 
subsidisation. 
 
4.2 Subsidies and countervailing measures 
 
The provisions governing the levy of countervailing duty is 
contained in the Customs Tariff Act, 1975 (hereinafter 
referred to in this section as 'Act') and the Rules made 
thereunder. Section 9 of the Act, provides for levy and 
collection of countervailing duty on import of subsidized 
articles into India from a country outside India. In this 
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regard, the Government has issued Notification No. 1/95 - 
Cus (NT), dated 01-01-1995, providing for rules to 
determine the manner in which the subsidized articles 
liable for countervailing duty are to be identified, the 
manner in which subsidy provided is to be determined and 
the manner in which the duty is to be collected and 
assessed under the Act. These rules are called Customs 
Tariff (Identification, Assessment and Collection of 
Countervailing Duty on Subsidized Articles and for 
Determination of Injury) Rules, 1995 (hereinafter referred 
to in this section as 'Rules'). 
 
The Act contains separate provisions for the 
circumstances under which the levy under Section 9 
would not be applicable and the procedure for appeal. 
These are contained in Section 9B and Section 9C of the 
Act, respectively. Accordingly, Sections 9, 913 and 9C 
together with the rules referred to above, contain the 
provisions governing Countervailing Duty in India. 
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4.2.1 Subsidy - meaning 
 
The term 'subsidy' has been defined to mean any financial 
contribution provided by a Government or a Public Body 
in the form of transfer of funds, tax incentives, provision of 
goods or service or any other form of income or price 
support. Subsidies, by their very nature, can distort free 
trade, accordingly the law provides for levy of 
countervailing duty on import of subsidized articles. Under 
the law only certain types of subsidy are considered to 
distort trade and therefore only those articles enjoying 
such subsidy would become subjected to the levy of 
countervailing duty on their imports into India. Essentially, 
these restricted subsidies are of two types, namely 
prohibited subsidies and actionable subsidies, which are 
explained below: 
 
Prohibited subsidies: Subsidies that require the recipients 
to meet certain export targets or to use domestic goods 
instead of imported goods would fall under the category of 
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prohibited subsidies. They are prohibited because they 
are specifically designed to distort international trade and 
are therefore likely to hurt trade between countries. 
 
Actionable subsidies: Subsidies which have an adverse 
effect on the interest of the complaining country would fall 
under the category of actionable subsidies. The 
complaining country need not be the importing country 
and may be any country whose interest is said to be 
affected adversely. An actionable subsidy may be of three 
types i.e. those which arise when any subsidy hurts the 
domestic industry of importing country, or is such which 
has the effect of reducing the share of the competing 
country in the competing export market, or is such which 
make the imported goods uncompetitive to domestic 
goods. 
 
Subsidies which would be liable to countervailing duty are 
those which are specifically provided to an enterprise or 
industry or group of enterprises or industries. The basic 
principle is that a subsidy that distorts the allocation of 
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resources within an economy should be subject to 
discipline. In case a subsidy is widely available within an 
economy, then such a distortion in the allocation of 
resources is presumed not to occur. Thus, only 'specific 
subsidies' would be subjected to the levy of countervailing 
duty. In this regard, normally there are four types of 
specific subsidies: 
 
1. Enterprise - Government   targets   a   particular   
company   or companies for subsidization 
2. Industry - Government targets a particular sector or 
sectors for subsidization 
3. Regional - Government targets producers in 
specified territory for subsidization 
4. Prohibited - Government targets export goods or 
using domestic inputs for subsidization 
 
Further, there are certain exceptions, which have been 
provided even in case of specific subsidies. (Rule 11) In 
this regard, the following subsidies have been exempted 
even when they are specific: 
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1. Research activities conducted by or on behalf of 
persons engaged in the manufacture, production or 
export; or  
2. Assistance   to   disadvantaged   regions   within   
the   territory   of the exporting country; or  
3. Assistance   to   promote   adaptation   of   existing   
facilities   to   new environmental requirements. 
 
The term "subsidy for research activity" has been defined 
to mean assistance for research activities conducted by 
commercial organizations or by higher education or 
research establishments on a contract basis with the 
commercial organizations if the assistance covers not 
more than seventy five per cent of the costs of industrial 
research or fifty per cent of the costs of pre-competitive 
development activity and provided that such assistance is 
limited exclusively to – 
 
1. Costs of personnel (researchers, technicians and 
other supporting staff employed exclusively in the 
research activity); 
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2. Costs of instruments, equipment, land and buildings 
used exclusively and permanently (except when 
disposed of on a commercial basis) for the research 
activity; 
3. Costs of consultancy and equivalent services used 
exclusively for the research activity, including 
bought in research, technical knowledge, patents, 
etc.;  
4. Additional overhead costs incurred directly as a 
result of the research activity; and  
5. Other running costs (such as those of materials, 
supplies and the like), incurred directly as a result of 
the research activity. 
 
The term "subsidy for assistance to disadvantaged 
regions" has been defined to mean assistance to 
disadvantaged regions within the territory of the exporting 
country given pursuant to a general framework of regional 
development and such subsidy has not been conferred on 
limited number of enterprises within the eligible region: 
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Provided that - 
(a)   Each disadvantaged region must be a clearly 
.designated contiguous geographical   area   with   a   
definable   economic   and   administrative identity; 
(b)     The region is considered as disadvantaged on the 
basis of neutral and objective criteria, indicating that the 
region's difficulties arise out of more than temporary 
circumstances; such criteria must be clearly spelled out in 
law, regulation, or other official document, so as to be 
capable of verification; 
(c)     The criteria shall include a measurement of 
economic development which shall be based on at least 
one of the following factors - 
(i)      One  of either  income  per  capita  or  household  
income  per capita, or Gross Domestic Product per capita, 
which must not be above eighty-five per cent of the 
average for the territory concerned; 
(ii)  Unemployment rate, which must be at least one 
hundred and ten per cent of the average for the territory 
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concerned, as measured over a three-year period; such 
measurement, however, may be a composite one and 
may include other factors. 
 
The term "subsidy for assistance to promote adaptation of 
existing facilities to new environmental requirements" has 
been defined to mean assistance to promote adaptation of 
existing facilities to new environmental requirements 
imposed by law and/or regulations which result in greater 
constraints and financial burden on commercial 
organizations: 
 
Provided that the assistance - 
(i)       Is a one-time non-recurring measure; 
(ii)      Is limited to twenty per cent of the cost of 
adaptation; 
(iii)  Does  not cover  the  cost of replacing  and  
operating the  assisted investment, which must be fully 
borne by commercial organizations;  
(iv)   Is directly linked to and proportionate to a 
commercial organization's planned reduction of nuisances 
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and pollution, and does not cover any manufacturing cost 
savings which may be achieved; and  
(v) Is available to all firms, which can adopt the new 
equipment and/or production processes. 
 
4.2.2 Initiation of investigation 
 
Countervailing measures would mean levy of 
countervailing duty on import of specified subsidized 
articles into India. The countervailing measures would be 
resorted only when the subsidizing nation refuses to 
remove/ withdraw the specific subsidy. The investigations 
against alleged subsidy are normally initiated on the basis 
of a written request submitted "by or on behalf of a 
domestic industry. In this regard, the application would be 
considered to have been made "by or on behalf of the 
domestic industry" if it is supported by those domestic 
producers whose collective output constitutes more than 
50% of the total production of the like product produced 
by that portion in the domestic industry, either expressing 
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supporting or opposing the application. However, the 
investigation would not be initiated when domestic 
producers expressly supporting the application account 
for less than 25% of total production of the like product 
produced in ^he domestic industry of the importing 
country. In this regard, the Application is required to 
include evidence of (a) subsidy and if possible, its 
amount, (b) injury within the meaning of Article XVI of 
GATT 1994 and (c) the causal link between the 
subsidized imports and its alleged injury. Further, the 
application should submit reasonable evidence and it 
should not be a simple assertion or of evidence, that is 
unsubstantiated. The application is required to contain the 
following information, for consideration by the 
investigation authorities: 
(i) The identity of the applicant and a description of the 
volume and value of the domestic production of the like 
product by the applicant. Where a written application is 
made on behalf of the domestic industry, the application 
shall identify the industry on behalf of which the 
application is made by a list of all known domestic 
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producers of the like product (or associations of domestic 
producers of the like product) and, to the extent possible, 
a description of the volume and value of domestic 
production of the like product accounted for by such 
producers; 
(ii)     A complete description of the allegedly subsidized 
product, the names of the country or countries of origin or 
export in question, the identity of each  known  exporter  
or foreign producer  and  a list of known persons importing 
the product in question; 
(iii)     Evidence with regard to the existence, amount and 
nature of the subsidy in question; 
(iv)  Evidence that alleged injury to a domestic industry is 
caused by subsidized imports through the effects of the 
subsidies; this evidence includes information on the 
evolution of the volume of the allegedly subsidized 
imports, the effect of these imports on prices of the like 
product in the domestic market and the consequent 
impact of the imports on the domestic industry, as 
demonstrated by relevant factors and indices having a 
bearing on the state of the domestic industry. 
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On receipt of the application the investigating authorities 
would examine the accuracy and adequacy of the 
evidence provided for determining whether there is 
sufficient evidence to justify the initiation of an 
investigation. On being satisfied with the documents 
presented but before initiating the investigation, the 
investigating authorities would   be   required   to notify the   
exporting country of its intended investigation. The 
investigating authorities can also initiate the investigation 
suo moto i.e. on their own, if they consider that that they 
have sufficient evidence of the existence of subsidy,   its 
injury and the causal link. In order to ensure that 
investigations without merit are not continued, it is 
provided that the investigation should be terminated 
immediately if it found that the amount of subsidy is less 
than 1%, ad valorem (for developing nations, it is 2%) or 
the volume of subsidized imports from a country or the 
actual or potential injury, is negligible (for imports from 
developing nations, the volume of imports should be less 
than 4% when taken individually or 9% when considered 
collectively). Further, in order to minimize the trade-
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disruptive effect of investigations, it is specified that the 
investigations should be completed within one year and in 
no case, more than 18 months after initiation of 
investigation. 
 
4.2.3 Conduct of investigation 
 
The investigation authorities are required to guarantee the 
confidentiality of sensitive information and verify the 
information on which determinations are based. At the 
same time, in order to ensure that there is transparency in 
proceedings, the authorities are also required to disclose 
the information on which determinations are to be based, 
to all interested parties and to provide them with adequate 
opportunity to make or provide their comments. In this 
regard, the term 'interested party' has been defined to 
include (i) an exporter or foreign producer or the importer 
of a product subject to investigation, or a trade or 
business association a majority of the members of which 
are producers, exporters or importers of such product; 
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and (ii) a producer of the like product in the importing 
Member or a trade and business association a majority of 
the members of which produce the like product in the 
territory of the importing Member. The definition of 
'interested party' is meant to be inclusive and not 
exhaustive. Accordingly, it may be possible to include 
persons other than those specified above as interested in 
the investigation process. The law establishes the rights 
of parties to participate in the investigation process 
including the right to meet with parties with adverse 
interests, for instance in a public hearing. 
 
4.2.4 Determination of injury 
 
The determination of injury for purposes of levy of 
countervailing duty against subsidy shall be based on 
positive evidence, which would normally involve an 
objective examination of (a) the volume of the subsidized 
imports and the effect it has on the prices in the domestic 
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market for like products and (b) the consequent impact of 
these imports on domestic producers of such products. 
 
The term "domestic industry" has been defined to mean 
"the domestic producers as a whole of the like products or 
those of them whose collective output of the products 
constitutes a major proportion of the total domestic 
production of those products". In certain circumstances, it 
may not be appropriate to include all producers of the like 
product in the domestic industry. In this regard, it would 
be considered as appropriate to exclude from the 
domestic industry, producers who are related to the 
exporters or importers of the product under investigation 
and producers who are themselves importers of the 
allegedly subsidized goods. In this regard, a producer can 
be deemed as "related" to an exporter or importer of the 
allegedly subsidized goods if there is a relationship of 
control between them and if there is reason to believe that 
the relationship causes the domestic producer to behave 
differently from non-related producers. 
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Further, there are also special rules that allow, in 
exceptional circumstances, consideration of injury to 
producers comprising a "regional industry". A regional 
industry may be found to exist in a competitive market if 
producers within that market sell all or almost all of their 
production of the like product in that market, and demand 
for the like product in that market is not to any substantial 
degree supplied by producers of the like product located 
outside that market. In such cases, it may be possible that 
this regional industry gets materially injured by supply of 
the subsidized article in its market, even if a major 
proportion of the entire domestic industry including 
producers outside that region may not be materially 
injured. Accordingly, a finding of injury to the regional 
industry would be allowed only if (1) there is a 
concentration of subsidized imports into the market 
served by the regional industry, and (2) subsidized 
imports are causing injury to the producers of all or almost 
all of the production within that market. In the event that 
the investigation leads to the conclusion that the regional 
industry has been materially injured by the import of 
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subsidized articles into in its territory, then the 
investigating authorities determine to levy countervailing 
duty on subsidized articles on imports of the product, 
without limitation to the territory. In this regard, before 
imposing to levy countervailing duties on subsidized 
articles, the investigating authorities must offer the 
exporters an opportunity to cease exporting the 
subsidized article into the said region or territory. 
 
Principles governing the determination of injury for the 
purpose of countervailing duties are contained in 
Annexure I to the Rules. The determination of injury to 
domestic industry of the importing country is an essential 
pre-requisite for levy of protective countervailing duty on 
subsidized articles. In this regard, the term "injury" has 
been defined to mean either 
 
(i)    Material injury to a domestic industry, 
(ii)   Threat of material injury to a domestic industry, or 
(iii)  Material retardation of the establishment of a 
domestic industry. 
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The designated authority shall take into account inter alia, 
the following principles while determining injury: - 
 
The basis of injury determination should be positive 
evidence and involve an objective examination of both in 
terms of- 
(a) Volume: The subsidized imports as measured in terms 
of volume and the effect that effect that he subsidized 
imports has on prices in the domestic market for like 
products. 
 
With regard to the volume of the subsidized imports, the 
designated authority shall inter alia consider whether 
there has been a significant increase in subsidized 
imports, either in absolute terms or relative to production 
or consumption in India. 
 
With regard to the effect of the subsidized import on 
prices: 
(b) Effect:  The   resulting   impact   of  these   imports   on   
the   domestic producers of such products. 
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The designated authority shall, consider whether there 
has been a significant price undercutting by the 
subsidized imports as compared with the price of a like 
article in India, or whether the affect of such imports is 
otherwise to depress prices to a significant degree or to 
prevent price increases, which otherwise would have 
occurred, to a significant degree. 
  
Where imports of a product from more than one country 
are simultaneously subject to countervailing duty 
investigations, the designated authority may cumulatively 
assess the effect of such imports only if it determines that 
(a) the amount of subsidization established in relation to 
the imports from each country is more than one per cent 
ad valorem and the volume of imports from each country 
is not negligible and (b) a cumulative assessment of the 
effects of the imports is appropriate in light of the 
conditions of competition between the imported products 
and the like domestic product. 
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The designated authority while examining the impact of 
the subsidized imports on the domestic industry shall 
include an evaluation of all relevant economic factors and 
indices having a bearing on the state of the industry, 
including actual and potential decline in output, sales, 
market share, profits, productivity, return on investments, 
or utilization of capacity; factors affecting domestic prices; 
actual and potential negative effects on cash flow, 
inventories, employment, wages, growth, ability to raise 
capital investments and, in the case of agriculture, 
whether there has been an increased burden on 
Government support programmes. 
  
It must be demonstrated that the subsidized imports are, 
through the effects of subsidies, causing injury. The 
demonstration of a causal relationship between the 
subsidized imports and the injury to the domestic industry 
shall be based on an examination of all relevant evidence 
before the designated authority. The designated authority 
shall also examine any known factors other than the 
subsidized imports, which at the same time are injuring 
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the domestic industry, and the injuries caused by these 
other factors must not be attributed to the subsidized 
imports. Factors which may be relevant in this respect 
include, inter alia, the volumes and prices on non-
subsidized imports of the product in question, contraction 
in demand or changes in the patterns of consumption, 
trade restrictive practices of and competition between the 
foreign and domestic producers, developments in 
technology and the export performance and productivity of 
the domestic industry. 
  
The effect of the subsidized imports shall be assessed in 
relation to the domestic production of the like product 
when available data permit the separate identification of 
that production on the basis of such criteria as the 
production process, producers sales and profits. If such 
separate identification of that production is not possible, 
the effects of the subsidized imports shall be assessed by 
the examination of the production of the narrowest group 
or range of products, which includes the like product, for 
which the necessary information can be provided. 
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A determination of a threat of material injury shall be 
based on facts and not merely on allegation, conjecture or 
remote possibility. The change in circumstances, which 
would create a situation in which the subsidy would cause 
injury, must be clearly foreseen and imminent. In making 
a determination regarding the existence of a threat of 
material injury, the designated authority shall consider, 
inter alia, such factors as: 
 
 (i)  Nature of the subsidy or subsidies in question and the 
trade effects likely to arise there from; 
(ii)  A significant rate of increase of subsidized imports into 
the domestic market indicating the likelihood of 
substantially increased importation;  
(iii)   Sufficient freely disposable, or an imminent, 
substantial increase in, capacity  of the  exporter 
indicating the  likelihood  of substantially increased 
subsidized exports to Indian market, taking into account 
the availability of other export markets to absorb any 
additional exports;  
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(iv)  Whether imports are entering at prices that will have 
a significant depressing or suppressing effect on domestic 
prices, and would likely increase demand for further 
imports; and  
(v)   Inventories of the product being investigated. 
 
Thus, there needs to be either an actual injury or a threat 
of an injury, in respect of an established domestic industry 
or injury significant enough to retard its establishment. 
However, the law is silent on the manner of evaluating 
and establishing as to how the domestic industry can be 
said to be materially retarded from being established. 
Further, the law also does not define the term 'material', in 
the context of 'injury'. Nevertheless, these terms have to 
be understood in their general sense. 
 
The determination of injury must be based on positive 
evidence i.e. there should be evidence in favor of material 
injury/ threat to the domestic industry. Further, the manner 
in which the evidence is examined against subsidized 
articles should be objective, considering 
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(i) The volume of imports of the subsidized article in the 
domestic industry and the effect it has on the prices in the 
domestic market for like products, and  
(ii) The consequent impact it has caused or could cause 
to the domestic producers of the like product. 
 
In this regard, detailed guidance on how these factors are 
to be evaluated or weighed or on how the determination of 
causal link is to be made is not provided. However, it lays 
down certain factors to be considered in the evaluation of 
threat in respect of material injury. These include the rate 
of increase in the imports of subsidized articles, the 
capacity of the exporter(s), and the likely effect it has on 
prices and inventories. But it does not make further 
elaboration on how these factors are to be evaluated. 
Nevertheless, the determination of the threat in respect of 
material injury is required to be based on facts and not 
merely on allegation, conjecture, or remote possibility and 
moreover, the change in circumstances, which would 
create a situation where subsidized imports would cause 
material injury, must be clearly foreseeable and imminent. 
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4.2.5 Evaluation of injury 
 
As regards evaluation of injury, the law does not provide 
decisive guidelines to the investigating authorities on the 
manner of evaluating the injury, which is based on volume 
and price, in respect of the import of subsidized but they 
specify that such factors need to be considered for 
investigation purposes. In this regard, the investigating 
authorities have to develop analytical methods for 
consideration of these factors, which may be regarded as 
relevant in the light, and circumstances of each case. As 
regards evaluating the impact on the domestic industry by 
the import of subsidized goods, it is provided that the 
investigating authorities are required to evaluate all 
relevant economic factors having bearing upon the state 
of the domestic industry. In this regard, a number of 
factors have been listed such as actual or potential 
decline in sales, profits, output, market share, activity, 
return on investments, utilization of capacity, actual or 
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potential effects on cash flow, inventories, employment, 
wages, growth, ability to raise capital or investments, and 
the magnitude of the amount of subsidy. However, this list 
is not exhaustive and other factors may be deemed 
relevant. In this regard, it is provided that no single factor 
or combination of factors can necessarily lead to either an 
affirmative or negative determination, as regards the 
alleged subsidy. In evaluating the injury to the domestic 
industry, the investigating authorities are required to 
consider whether there has been significant price 
undercutting in respect of the subsidized imports as 
compared to the price of the like product in the domestic 
industry of the importing country. In this regard, the 
investigating authorities are also required to consider 
whether the purpose of the article being subsidized is to 
depress prices of like products in the domestic industry to 
a significant degree or to prevent the increase in price of 
such products, which otherwise would have occurred, to a 
significant degree. 
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4.2.6 Causal link 
 
As regards the establishment of material injury, it needs to 
be demonstrated that there is a causal relationship 
between the article, which is alleged as being subsidized, 
and the injury it seeks to cause to the domestic industry 
manufacturing or producing like product. In this regard, 
the demonstration has to be based on an examination of 
all relevant evidence, though the particular factors which 
may be considered as relevant in evaluating the evidence 
of such causal link, is not specified. In this regard, the 
investigating authorities are required to consider for 
factors, which can cause injury other than by virtue of it 
being subsidized. For e.g. Factors such as change in 
technology, change in pattern of demand, etc., also cause 
injury but they may not be by virtue of the subsidy. 
Accordingly, analysis of such 'other factors' which may 
cause injury are important in the establishment of 
evidence, against material injury, as they need to be 
excluded in evaluating the injury on account of import of 
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subsidized article. In this regard, the investigating 
authorities are required to develop analytical methods for 
determining what evidence is or may be relevant in a 
particular case and for evaluating that evidence, to take 
into account other factors which may also cause injury but 
not virtue of the subsidy. Accordingly, only those factors 
which may be said to have a causal link between import of 
subsidized goods and its consequent injury to the 
domestic industry are required to be factored, considered 
and evaluated. 
 
4.2.7 Cumulative Analysis 
 
In certain cases, a subsidized article may be found 
imported from more than one country. In this regard, it is 
possible to undertake a cumulative analysis of import of 
the subsidized article from more than one country for 
assessing whether such article is causing material injury 
to the domestic industry. In this regard, it is provided that 
the authorities must be required to determine the amount 
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of subsidy from each country and that such subsidy is not 
less than 1%, ad valorem for each country and that the 
volume of imports from each country is not negligible. 
Further, the investigating authorities are required to 
assess whether cumulative assessment is appropriate in 
light of the conditions of competition between the imported 
products per se and the conditions of competition 
between the imported products and the like domestic 
product. 
 
4.2.8 Calculations of the amount of subsidy 
 
The law does not decisively specify the manner in which 
the amount of subsidy given by another country is to be 
computed, but it contains certain guidelines for calculating 
the amount of subsidy under different circumstances 
including an illustrative list of certain kinds of subsidies. In 
this regard, the following guidelines have been provided 
for the investigating authorities in calculating the amount 
of subsidy: 
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(a)  Government provision of equity capital shall not be 
considered as conferring a benefit, unless the investment 
decision can be regarded as inconsistent with the  usual 
investment practice  (including for the provision of risk 
capital) of private investors in the territory of that Member; 
(b)  Loan given by the Government shall not be 
considered as conferring a benefit, unless there is a 
difference between the amount that the firm receiving the 
loan pays on the Government loan and the amount the 
firm would pay on a comparable commercial loan, which 
the firm could actually obtain on the market. In this case 
the benefit shall be the difference between these two 
amounts; 
(c)   Loan guarantee given by the Government shall not 
be considered as conferring a benefit, unless there is a 
difference between the amount that the firm receiving the 
guarantee pays on a loan guaranteed by the Government 
and the amount that the firm would pay on a comparable 
commercial loan absent the Government guarantee. In 
this case the benefit shall be the difference between these 
two amounts adjusted for any differences in fees; 
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(d)       The   provision   of goods   or   services   or   
purchase   of goods  by  a Government shall not be 
considered as conferring a benefit unless the provision   is   
made   for   less   than   adequate   remuneration,   or  the' 
purchase is made for more than adequate remuneration. 
The adequacy of remuneration shall be determined in 
relation to prevailing market conditions  for  the  good  or  
service  in  question  in  the  country  of provision     or     
purchase     (including    price,     quality, availability, 
marketability,   transportation  and  other conditions  of 
purchase or sale). 
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4.2.9 Procedural requirements for countervailing 
measures 
4.2.9.1 Provisional Measures 
 
The investigating authorities are allowed to take certain 
provisional measures in I the form of levy of provisional 
countervailing duty on import of subsidized article. These 
provisional measures are allowed only when the following 
conditions are fulfilled: 
(i) The investigating authorities have initiated the 
investigation giving proper public notice and interested 
parties have been given adequate opportunities to submit 
information and make their comments;  
(ii) The investigating authorities have a preliminary 
affirmative determination in favour of subsidy and its 
consequent injury to the domestic industry; and 
(iii) The investigating authorities judge that such 
provisional measures are I necessary to prevent injury 
being caused during the investigation period. 
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The investigating authorities can apply the provisional 
measures only after 601 days from the date when the 
investigations were initiated. Further, the provisional 
measures are required to be limited to as short period as 
possible but in no case can | extend to a period beyond 
four months. 
 
4.2.9.2 Price undertakings 
 
The Central Government is empowered to accept price 
undertakings either from the subsidizing member nation or 
from the exporters of the article alleged as subsidized, in 
lieu of the imposition of countervailing duty on subsidies 
articles. In this regard, the term 'Price Undertaking' refers 
to a voluntary undertaking given by (a) the Government of 
the exporting Member by agreeing to eliminate or limit the 
subsidy or take such other measures concerning its 
effects; or (b) the exporter agreeing to revise its prices so 
that the investigating authorities are satisfied that the 
injurious effect of the subsidy is eliminated. For this 
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purpose, price increases under such undertakings shall 
not be higher than necessary to eliminate the amount of 
the subsidy. However, the price undertakings from 
subsidizing member nation or the exporters, as the case 
may be, would be acceptable only after the investigation 
authorities have made a preliminary affirmative 
determination that subsidy exists and that consequent to 
the said subsidy, injury has also been caused to the 
domestic industry. This is for the reason that price 
undertakings are always to be linked with the quantum of 
subsidy and in the absence of affirmative evidence 
towards the quantum of subsidy, an undertaking of this 
kind would not be judiciously acceptable in international 
transactions. 
 
The investigating authorities are required to complete their 
investigation on the quantum of subsidy and its 
consequent injury, even when the price undertakings has 
been accepted, in the event it is desired by the exporting 
or the importing member or by the investigating 
authorities. In such a case, if the investigation leads to a 
 248 
negative determination  of any  subsidy or injury, then  the 
price  undertaking given shall automatically lapse and in 
the event that an affirmative determination of any subsidy 
or injury, then the price undertaking shall continue 
consistent with its terms and the provisions agreed upon. 
 
4.2.10 Imposition and collection of duties 
 
The decision to impose countervailing duty on subsidized 
articles is made by the importing country based on the 
determination by the investigating authorities, either 
provisionally or finally, of the amount of subsidy and its 
consequent injury. In this regard, when countervailing duty 
on subsidized articles is imposed in respect of any 
product, then such duty shall be collected appropriately in 
each case and on a non-discriminatory basis on imports 
of such product from all sources found to provide subsidy 
and causing injury, except in cases where price 
undertakings have been accepted. In any case, the 
amount of countervailing duty on subsidized articles shall 
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not exceed the amount of subsidy as has been 
established by the investigating authorities. 
 
As regards the levy of countervailing duty on subsidized 
articles, the general principle is that both provisional and 
final duties would be applied only from the date on which 
the determinations of the amount of subsidy, its 
consequent injury and the establishment of causal link 
between the two, is made. However, recognizing that 
injury may have occurred during the period of 
investigation or that exporters may have taken actions to 
avoid the imposition of countervailing duty on subsidized 
articles, there is a provision for the retroactive 
(retrospective) imposition of countervailing duty in 
specified circumstances. In case the imposition of 
countervailing duty on subsidized articles is based on a 
finding of material injury, as opposed to threat of material 
injury or material retardation of the establishment of a 
domestic industry, the countervailing duty on subsidized 
articles may be collected as of the date when the 
provisional measures were imposed. In this regard, if 
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provisional duties were collected in an amount greater 
than the amount of the final duty or if the imposition of 
duties is based on a finding of threat of material injury or 
material retardation, a refund of provisional duties is 
required. In specified circumstances, the investigating 
authorities may levy a definitive countervailing duty on 
subsidized articles on products, which were entered for 
consumption not more than 90 days prior to the date of 
application of provisional measures. In this regard, such 
duty can be levied when the injury is caused by massive 
imports of a product benefiting from subsidies paid or 
bestowed inconsistently with GATT in a relatively short 
time, which in the light of the timing and the volume of the 
imports and other circumstances (such as a rapid build-up 
of inventories of the imported product) is likely to seriously 
undermine the remedial effect of the definitive 
countervailing duty on subsidized articles. In this regard, 
the concerned importers should be given an opportunity to 
comment. 
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In case the investigating authorities consider it necessary 
to levy the countervailing duty on subsidized articles 
retroactively, then in order to enforce such measure, the 
authorities may take measures such as withholding of 
appraisement or assessment of bill of entry or seek 
security in the form of cash deposit or bank guarantee, 
etc. However, in any case, duty cannot be levied 
retroactively on products, which have entered for 
consumption prior to the date of initiation of the 
investigation. Accordingly, the duty if levied retroactively 
can be levied earliest from the date of initiation of 
investigation but not earlier. 
 
4.2.11 Duration, termination and review of duty 
 
The Agreement establishes rules for the duration of the 
countervailing duty on subsidized articles and the 
requirements for periodic review of the continuing need, if 
any, for its imposition. Limiting the period is considered 
essential on account of the practice of some countries to 
 252 
levy such duties indefinitely. The "sunset" requirement 
establishes that the countervailing duty on subsidized 
articles shall normally terminate no later than five years 
after first being applied, unless a review investigation prior 
to that date establishes that expiry of the duty may lead to 
continuation or recurrence subsidization and injury. This 
five year "sunset" provision also applies to price 
undertakings. The Agreement also provides for review of 
the need for continued imposition of the duty upon request 
from an interested party. 
4.2.12 Public notice 
 
In order to have transparency in the investigation process, 
the authorities are required to give public notice with 
respect to initiating investigations, preliminary and final 
determinations and with respect to the concerned 
undertakings. The public notice must disclose non-
confidential information concerning the parties, the 
product, the amount of subsidy, the facts revealed during 
the investigation and the reasons for the determinations 
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made by the authorities, including the reasons for 
accepting and rejecting relevant arguments or claims 
made by exporters or importers. 
 
4.2.13 Committee on Subsidies and Countervailing 
Measures 
 
WTO has formed a Committee on Subsidies and 
Countervailing Measures, which meets at least twice a 
year, providing its Members an opportunity to discuss 
matters relating to the Agreement on Subsidies and 
Countervailing Measures. In this regard, the Committee 
also undertakes to review the national legislations notified 
by the members to WTO. This offers an opportunity to 
raise questions concerning the operation of national anti-
subsidy laws and regulations and also questions 
concerning the consistency of national practice with the 
Agreement on Subsidies and Countervailing Measures. 
The Committee also reviews notifications of anti-subsidy 
actions taken by Members, providing them an opportunity 
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to discuss issues raised there from. The Committee has 
created a separate body, called the Permanent Group of 
Experts, 'which may be consulted by any member on the 
nature of subsidy proposed or currently maintained. Thus, 
the committee focuses on building better practices 
concerning subsidies and countervailing related matters. 
 
4.2.14 Dispute settlement 
 
WTO has established a Dispute Settlement Body under 
the Dispute Settlement Understanding entered into by all 
the members of the WTO. This is a binding dispute 
settlement authority of the WTO. Members are allowed to 
challenge the imposition of countervailing measures, 
whether preliminary or final and can raise all issues 
concerning compliance with the requirements of the 
Agreement, by doing so before a panel established under 
the DSU. As regards disputes under the Agreement on 
Subsidies and Countervailing Measures, a special 
standard of review is applicable providing for a certain 
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amount of deference to national authorities in their 
establishment of facts and interpretation of law and is 
intended to prevent dispute settlement panels from 
making decisions based purely on their own views. The 
standard of review is only for anti-subsidy disputes and a 
Ministerial Decision provides that it shall be reviewed after 
three years to determine whether it is capable of general 
application. 
 
The power to settle an international dispute with binding 
authority distinguishes the World Trade Organization from 
most other inter-Governmental institutions. The 
Understanding on Rules and Procedures Governing the 
Settlement of Disputes gives the WTO unprecedented 
power to resolve trade-related conflicts between nations 
and assign penalties and compensation to the parties 
involved. 
 
Dispute settlement is administered by a Dispute 
Settlement Body (DSB) that consists of the WTO's 
General Council. The DSB has the authority to "establish 
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panels, adopt panel and Appellate Body reports, maintain 
surveillance of implementation of rulings and 
recommendations, and authorize suspension of 
concessions and other obligations." The Dispute 
Settlement system aims to resolve disputes by clarifying 
the rules of the multilateral trading system; it cannot 
legislate or promulgate new rules. 
 
When a Member believes that another party has taken an 
action that impairs "benefits accruing to it directly or 
indirectly" under the Uruguay Round Agreements, it may 
request consultations to resolve the conflict through 
informal negotiations. If consultations fail to yield mutually 
acceptable outcomes after 60 days, members may 
request the establishment of a panel to resolve the 
dispute. Panels typically consist of three individuals with 
expertise in international trade law and policy; these 
panelists hear the evidence and present a report to the 
DSB recommending a course of action within six months. 
The panel can solicit information and technical advice 
from any relevant source, though it is not required to do 
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so. Only submissions from Members are guaranteed to be 
heard although, in rare cases, panels have consulted 
submissions from interested non-Governmental 
organizations. Third-party member nations may also 
involve themselves in the dispute settlement process. All 
deliberations and communications are confidential, and 
only the final panel reports become part of the public 
record. 
  
Once panel reports have been prepared, they are 
presented to the Dispute Settlement Body, which either 
adopts the report or decides by consensus not to accept 
it. Alternatively, if one of the parties involved decides to 
appeal the decision, the report will not be considered for 
adoption until the completion of the appeal. 
 
In the case of an appeal, a three-person Appellate Body 
chosen from a standing i pool of seven persons will 
assess the soundness of the panel report's legal 
reasoning and procedure. An Appellate Body report is 
adopted unconditionally unless the DSB votes by 
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consensus not to accept its findings within 30 days of 
circulation to the membership. 
 
The primary goal of dispute settlement is to ensure 
national compliance with \ multilateral   trade   rules.   
Accordingly,   the   Dispute  Settlement  Body  
encourages [ Members to their make best possible efforts 
to bring legislation into compliance with I the panel ruling 
within a "reasonable period of time" established by the 
parties to the I dispute.  If a Member does not comply with 
rulings,  the DSB can authorize the I complainant to 
suspend commitments and concessions to the violating 
Member. In I general, complainants are encouraged to 
suspend concessions with respect to the 1 same  sector  
as  the  subject  of the  dispute;   however,   if 
complainants  find this ineffective or impracticable, they 
may suspend concessions in other sectors of the I same 
Agreement or even under separate Agreements. 
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4.2.15 Notifications 
 
In terms of the Agreement on Subsidy and Countervailing 
Measures, all WTO: Members are required to bring their 
anti-subsidy legislation into conformity with the said 
Agreement and to notify their legislation to the Committee 
on Subsidies and Countervailing Measures. While the 
Committee does not "approve" or "disapprove" any 
Members' legislation, the legislations are reviewed in the 
Committee, with questions posed by Members and 
discussions about the consistency of a particular 
Member's implementation in national legislation of the 
requirements of the Agreement. In addition, Members are 
required to notify the Committee twice a year about all 
anti-subsidy investigations, measures, and actions taken. 
The Committee has adopted a standard format for these 
notifications, which are subject to review in the 
Committee. Finally, Members are required to promptly 
notify the Committee of preliminary and final anti-subsidy 
actions taken including in their notification certain 
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minimum information required by Guidelines agreed to by 
the Committee. These notifications are also subject to 
review in the Committee. 
 
4.3 Framework for implementation and 
administration of trade protection measures in 
India 
 
The provisions governing the levy of anti-dumping, 
countervailing and safeguard duty are contained in the 
Customs Tariff Act, 1975 (hereinafter referred to in this 
section as 'Act') and the Rules made there under. These 
can be summed up as in the table below: 
Duties 
Customs 
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1997  
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d Duty)       
Rules, 
2002  
 
The provisions governing the levy of anti-dumping duty 
are contained in the Customs Tariff Act, 1975 and the 
Rules made there under. Section 9A of the Act, provides 
for levy and collection of anti-dumping duty on import of 
articles considered as being dumped into India from a 
country outside India. In this regard, the Government has 
issued Notification No. 2/95 - Cus (NT), dated 01-01-
1995, providing for Customs Tariff (Identification, 
Assessment and Collection of Antidumping Duty on 
Dumped Articles and for Determination of Injury) Rules, 
1995 to determine the manner in which the articles liable 
for anti-dumping duty are to be identified, the. manner in 
which export price, normal price, the margin of dumping is 
to be determined and the manner in which the duty is to 
be collected and assessed under the Act. 
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The Act contains separate provisions providing for refund 
in certain circumstances, the circumstances under which 
levy under Section 9A would not be applicable and the 
procedure for appeal. These are contained in Section 
9AA, Section 9B and Section 9C of the Act, respectively. 
Accordingly, Sections 9A, 9AA, 9B and 9C together with 
the rules referred to above, contain the provisions 
governing Antidumping in India. 
  
The provisions governing the levy of countervailing duty 
are contained in the Customs Tariff Act, 1975 and the 
Rules made there under. Section 9 of the Act, provides for 
levy and collection of countervailing duty on import of 
subsidized articles into India from a country outside India. 
In this regard, the Government has issued Notification No. 
1/95 - Cus (NT), dated 01-01-1995, providing for rules to 
determine the manner in which the subsidized articles 
liable for countervailing duty are to be identified, the 
manner in which subsidy provided is to be determined and 
the manner in which the duty is to be collected and 
assessed under the Act. These rules are called Customs 
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Tariff (Identification, Assessment and Collection of 
Countervailing Duty on Subsidized Articles and for 
Determination of Injury) Rules, 1995. 
  
The Act contains separate provisions for the 
circumstances under which the levy" under Section 9 
would not be applicable and the procedure for appeal. 
These are contained in Section 9B and Section 9C of the 
Act, respectively. Accordingly, Sections 9, 9B and 9C 
together with the rules referred to above, contain the 
provisions governing Countervailing Duty in India. 
  
The domestic law to implement the provisions of the 
Agreement on Safeguards has been enacted under 
Section 8B which provides for provides for levy and 
collection of safeguard duty on import of articles from a 
country outside India to protect its domestic from serious 
injury and Section 8C which provides for provides for levy 
of specific safeguard duty on imports from the Republic of 
China, where the imports cause or threaten to cause 
market disruption to domestic industry, of the Customs 
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Tariff Act, 1975. The Customs Tariff (Identification and 
Assessment of Safeguard Duty) Rules, 1997 arid 
Customs Tariff (Transitional Products Specific Safeguard 
Duty) Rules, 2002 issued by Central Government vide 
Notification No. 35/97 - Cus (NT), dated 29-07-1997, 
provide for rules governing the procedural aspects of 
Safeguard duties. Two other Notifications are First, 
Notification No, No. 80/2005 -Cus (NT) dated 20-09-2005 
issued under The Customs Tariff (Identification and 
Assessment of Safeguard Duty) Rules, 1997 and Second 
Notification No. 80/2005 -Cus (NT), dated 29-07-1997 
issued under Customs Tariff (Transitional Products 
Specific Safeguard Duty) Rules, 2002. 
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5 CHAPTER 5: SAFEGUARD MEASURES  
5.1 GATT agreement on safeguards 
 
Safeguard Measures are an emergency action on imports 
of particular products. According to Article XIX of GATT:  
 
1.(a) If as a result of unforeseen developments and of the 
effect of the obligations incurred by a contracting party 
under this agreement, including tariff concessions, any 
product is being imported into the territory of that 
contracting party in such increased quantities and under 
such conditions so as to cause or threaten serious injury 
to domestic producers in that territory of like or directly 
competitive products, the contracting party shall be free, 
in respect of such product, and to the extent and for such 
time as may be necessary to prevent or remedy such 
injury, to suspend the obligation in whole or in part or to 
withdraw or modify the concession. 
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  (b) If any product, which is the subject of a concession 
with respect to a preference, is being imported into the 
territory of a contracting party in the circumstances set 
forth in subparagraph (a) of this paragraph, so as to cause 
or threaten serious injury to domestic producers of like or 
directly competitive products in the territory of a 
contracting party which receives or received such 
preference, the importing contracting party shall be free, if 
that other contracting party o requests, to suspend the 
relevant obligation in whole or in part or to withdraw or 
modify the concession in respect of the product to the 
extent and for such time as may be necessary to prevent 
or remedy such injury. 
 
2. Before any contracting party shall take action 
pursuant to the provision of paragraph 1 of this article, it 
shall give notice in writing to the Contracting Parties as far 
in advance as may be practicable parties having a 
substantial interest as exporters of the product concerned 
an opportunity to consult with it in respect of the proposed 
action. When such notice is given in relation to a 
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concession with respect to a preference, the notice shall 
name the contracting party, which delay would cause 
damage, which it would be difficult to repair, action under 
paragraph 1 of this article may be taken provisionally 
without prior consultation, on the condition that 
consultation shall be effected immediately after taking 
such action. 
 
3. (a) If agreement among the interested contracting 
parties with respect to the action is not reached, the 
contracting party which proposes to take or continue the 
action shall, nevertheless, be free to do so, and if such 
action is taken or continued, the affected contraction 
parties shall then be free, not later than ninety days after 
such action is taken, to suspend, upon the expiration of 
thirty days from the day on which written notice of such 
suspension is received by the Contracting Parties, the 
application to the trade of the contracting party taking 
such action, or, in the case envisaged in paragraph I (b) of 
this Article, to the trade of the contracting party requesting 
such action, of such substantially equivalent concessions 
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or other obligations under this Agreement the suspension 
of which the Contracting Parties do not disapprove. 
 
   (b) Notwithstanding the provisions of subparagraph (a) 
of this paragraph, where action is taken under paragraph 
2 of this Article without prior consultation and causes or 
threatens serious injury in the territory of a contracting 
party to the domestic producers of products affected by 
the action, that contracting party shall, where delay would 
cause damage difficult to repair, be free to suspend, upon 
the taking of the action and throughout the period of 
consultation, such concessions other obligations as may 
be necessary to prevent or remedy the injury. 
 
5.2 WTO Agreement on Safeguards 
 
The Agreement on Safeguards clarifies and reinforces the 
disciplines of GATT 1994 and establishes the rules for the 
application of safeguard measures. 
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Annex – Exception Referred to on Paragraph 2 of Article 
11 Members, Having in mind the overall objective of the 
members to improve and strengthen the international 
trading system based on GATT 1994; 
 
Recognizing the need to clarify and reinforce the 
disciplines of GATT 1994 and specifically those of its 
Article XIX (Emergency Action on Imports of Particular 
Products), to re-establish multilateral control over 
safeguard and eliminate measures that escape such 
control; 
 
Recognizing the importance of structural adjustment and 
the need to enhance rather than limit competition in 
international market; and 
 
Recognizing further that, for these purposes, a 
comprehensive agreement, applicable to all members and 
based on the basic principles of GATT 1994, is called for. 
 
Hereby agree as follow: 
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5.2.1 Article – 1 General provision 
 
This Agreement establishes rules for the application of 
safeguard measures, which shall be understood to mean 
those measures provided for in article XIX of GATT 1994. 
 
5.2.2 Article – 2 Conditions 
1. A Member may apply a safeguard measure to a 
product only if that member has determined, pursuant to 
the provisions set out below, that such product is being 
imported into its territory in such increased quantities, 
absolute or relative to domestic production, and under 
such condition as to cause or threaten to cause serious 
injury to the domestic industry that produces like or 
directly competitive products. 
 
2. Safeguard measures shall be applied to a product 
being imported irrespective of its source. 
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5.2.3 Article – 3 Investigations 
 
1. A member may apply a safeguard measure only 
following an investigation by the competent authorities of 
that member pursuant to procedures previously 
established and made public in consonance with article x 
of GATT 1994. This investigation shall include reasonable 
public notice to all interested parties and public hearings 
or other appropriate means in which importers, exporters 
and other interested parties could present evidence and 
their views, including the opportunity to respond to the 
presentations of other parties and to submit their view, 
inter alia, as to whether or not the application of a 
safeguard measure would be in the public interest. The 
competent authorities shall publish a report setting forth 
their findings and reasoned conclusions reached on all 
pertinent issues of fact and law. 
 
2. Any information which is by nature confidential or 
which is provided on confidential basis shall, upon cause 
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being shown, be treated as such by the competent 
authorities. Such information shall not be disclosed 
without permission of the party submitting it. Parties 
providing confidential information may be requested to 
furnish non-confidential summaries thereof or, if such 
parties indicate that such information cannot be 
summarized, the reasons why a summary cannot be 
provided. However, if the competent authorities find that a 
request for confidentiality is not warranted and if the party 
concerned is either unwilling to make the information 
public or to authorize its disclosure in generalized or 
summary form, the authorities may disregard such 
information unless it can be demonstrated to their 
satisfaction from appropriate sources that the information 
is correct. 
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5.2.4 Article – 4 Determination of serious injury or threat 
thereof 
 
1. For the purpose of this Agreement: 
(a) ―Serious injury‖ shall be understood to mean a 
significant overall impairment in the position of a domestic 
industry; 
(b) ―Threat of serious injury‖ shall be understood to 
mean serious injury that is clearly imminent, in 
accordance with the provisions of paragraph 2. A 
determination of the existence of a threat of serious injury 
shall be based on facts and not merely on allegation, 
conjecture or remote possibility; and 
(c) In determining injury or threat thereof a ―domestic 
industry‖ shall be understood to mean the producers as a 
whole of the like or directly competitive products operating 
within the territory of a Member, or those whose collective 
output of the like or directly competitive products 
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constitutes a major proportion of the total domestic 
production of those products. 
 
2. (a) In the investigation to determine whether 
increased imports have caused or are threatening to 
cause serious injury to a domestic industry under the 
terms of this agreement, the competent authorities shall 
evaluate all relevant factors of an objective and 
quantifiable nature having a bearing on the situation of 
that industry, in particular, the rate and amount of the 
increase in import of the product concerned in absolute 
and relative terms, the share of the domestic market taken 
by increased imports, changes in the level of sales, 
production, productivity, capacity utilization, profits and 
losses, and employment. 
(b) The determination referred to in subparagraph (a) 
shall not be made unless this investigation demonstrates, 
on the basis of objective evidence, the existence of the 
causal link between increased imports of the product 
concerned and serious injury or threat thereof. When 
factors other than increased imports are causing injury to 
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the domestic industry at the same time, such injury shall 
no be attributed to increased imports. 
 
(c) The competent authorities shall publish promptly, in 
accordance with the provisions of Article 3, a detailed 
analysis of the case under investigation as well as a 
demonstration of the relevance of the factors examined. 
 
5.2.5 Article – 5 Application of Safeguard Measures 
 
1. A member shall apply safeguard measures only to 
the extent necessary to prevent or remedy serious injury 
and to facilitate adjustment. If a quantitative restriction is 
used, such a measure shall not reduce the quantity of 
imports below the level of a recent period which shall be 
the average of imports in the last three representative 
years for which statistics are available, unless clear 
justification is given that a different level is necessary to 
prevent or remedy serious injury Members should choose 
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measures most suitable for the achievement of these 
objectives. 
 
2. (a) In cases in which a quota is allocated among 
supplying countries, the member applying the restrictions 
may seek agreement with respect to the allocation of 
shares in the quota with all other members having a 
substantial interest in supplying the product concerned. In 
cases in which this method is not reasonably practicable, 
the member concerned shall allot to members having a 
substantial interest in supplying the product shares based 
upon the proportions, supplied by such members during a 
previous representative period, of the total quantity or 
value of imports of the product, due account being taken 
of any special factors which may have affected or may be 
affecting the trade in the product. 
   
(b) A Member may depart from the provisions in 
subparagraph (a) provided that consultations under 
paragraph 3 of article 12 are conducted under the 
auspices of the committee on safeguards provided for in 
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paragraph 1 of article 13 and that clear demonstration is 
provided to the committee that (i) imports from certain 
members have increased in disproportionate percentage 
in relation to the total increase of imports of the product 
concerned in the representative period (ii) the reasons for 
the departure from the provisions in subparagraph (a) are 
justified, and (iii) the conditions of such departure are 
equitable to all suppliers of the product concerned. The 
duration of any such measure shall not be extended 
beyond the initial period under paragraph 1 of Article 
7.The departure referred to above shall not be Article 7. 
The departure referred to above shall not be permitted in 
the case of threat of serious injury. 
 
5.2.6 Article – 6 Provisional Safeguard Measures 
 
In critical circumstances where delay would cause 
damage which it would be difficult to repair, a member 
may take a provisional safeguard measure pursuant to a 
preliminary determination that there is clear evidence that 
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increased imports have caused or are threatening to 
cause serious injury. The duration of the provisional 
measure shall not exceed 200 days, during which period 
the pertinent requirements of Articles 2 through 7 and 12 
shall be met. Such measures should take the form of tariff 
increases to promptly refund if the subsequent 
investigation referred to in paragraph 2 of Article4 does 
not determine that increased imports have caused or 
threatened to cause serious injury to domestic industry. 
The duration of any such provisional measure shall be 
counted as a part of the initial period and any extension 
referred to in paragraphs 1,2 and 3 of Article 7. 
 
5.2.7 Article – 7 Duration and review of Safeguard 
Measures 
 
1. A Member shall apply safeguard measures only for 
such period of time as may be necessary to prevent or 
remedy serious injury and to facilitate adjustment. The 
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period shall not exceed four years, unless it is extended 
under paragraph 2. 
 
2. The period mentioned in paragraph 1 maybe 
extended provided that the competent authorities of the 
importing member have determined, in conformity with the 
procedures set out in articles 2, 3, 4 and 5, that the 
safeguard measure continues to be necessary to prevent 
or remedy serious injury and that there is evidence that 
the industry is adjusting, and provided that the pertinent 
provisions of Articles 8 and 12 are observed. 
 
3. The total period of application of a safeguard 
measure including the period of application of any 
provisional measure, the period of initial application and 
any extension thereof, shall not exceed eight years. 
 
4. In order to facilitate adjustment in a situation where 
the expected duration of a safeguard measure as notified 
under the provisions of paragraph 1 of Article 12 is over 
one year, the member applying the measure shall 
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progressively liberalize it at regular intervals during the 
period of application. If the duration of the measure 
exceeds three years, the member applying such a 
measure shall review the situation not late5r than the mid-
term of the measure and, if appropriate, withdraw it or 
increase the pace of liberalization. A measure extended 
under paragraph 2 shall not be more restrictive than it was 
at the end of the initial period, and should continue to be 
liberalized. 
 
5. No safeguard measure shall be applied again to the 
import of a product which has been subject to such a 
measure, taken after the date of entry into force of the 
WTO Agreement, for a period of time equal to that during 
which such measure had been previously applied, 
provided that the period of no-application is at least two 
years. 
 
6. Notwithstanding the provision of paragraph 5, a 
safeguard measure with a duration of 180 days or less 
may be applied again to the import of a product if: 
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(a) At least one year has elapsed since the date of 
introduction  
(b) Such a safeguard measure has not been applied on 
the same product more than twice in the five-year period 
immediately preceding the date of introduction of the 
measure. 
 
5.2.8 Article – 8 Level of concessions and other 
obligations 
 
1. A member proposing to apply a safeguard measure 
of seeking an extension of a safeguard measure shall 
endeavor to maintain a substantially equivalent level of 
concessions and other obligations to that existing under 
GATT 1994 between it and the exporting members which 
would be affected by such a measure, in accordance with 
the provisions of paragraph 3 of article 12. to achieve this 
objective the members concerned may agree on any 
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adequate  means of trade compensation for the adverse 
effects of the measure on their trade. 
 
2. If no agreement is reached within 30 days in the 
consultations under paragraph 3 of Article 12, then the 
affected exporting members shall be free, not later than 
90 day after the measure is applied, to suspend, upon the 
expiration of 30 days from the day on which written notice 
of such suspension is received by the council for trade in 
Goods, the application of substantially equivalent 
concession or other obligations under GATT 1994, to the 
trade of the member applying the safeguard measure, the 
suspension of which the council for trade in good does not 
disapprove. 
 
3. The right of suspension referred to in paragraph 2 
shall not be exercised for the first three years that a 
safeguard measure is in effect, provided that the 
safeguard measure has been taken as a result of an 
absolute increase in imports and that such a measure 
conforms to provision of this agreement. 
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5.2.9 Article – 9 Developing country members 
 
1. Safeguard measures shall not be applied against a 
product originating in a developing country member as 
long as it share of imports of the product concerned in the 
importing member does not exceed 3 per cent, provided 
that developing country members with less than 3 per 
cent import share collectively account for not more than 9 
per cent of total imports of the product concerned. 
 
2. A developing country member shall have the right to 
extend the period of application of safeguard measure for 
a period of up to two years beyond the maximum period 
provided for in paragraph 3 of article 7. Notwithstanding 
the provisions paragraph 5 of article 7, a developing 
country member shall have the right to apply a safeguard 
measure again to the import of a product which has been 
subject to such a measure, taken after the date of entry 
into force of the WTO agreement, after a period of time 
equal to half that during which such a measure has been 
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previously applied, provided that the period of non-
application is at least two years. 
 
5.2.10 Article–10 Pre-existing article XIX measures 
 
Members shall terminate all safeguard measures taken 
pursuant to article XIX of GATT 1947 that were in 
existence on the date on entry into force of the WTO 
agreement not later than eight years after the date on 
which they were first applied or five years after the date of 
entry into force of the WTO agreement, whichever comes 
later. 
 
5.2.11 Article-11 Prohibition and elimination of certain 
measures 
 
(a) A members shall not take or seek any emergency 
action on imports of particular products as set forth in 
Article XIX of GATT 1994 unless such action conforms to 
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the provisions of that article applied in accordance with 
this agreement. 
 
(b) Furthermore, a Member shall not seek, take or 
maintain any voluntary export restraints, orderly marketing 
arrangements or any other similar measures on the export 
or the import side.  These include actions taken by a 
single members as well as actions under agreements, 
arrangements and understanding entered into by two or 
more members. Any such measure in effect on the date of 
entry into force of the WTO agreement shall be brought 
into conformity with this agreement or phased out in 
accordance with paragraph 2. 
 
(c) This agreement does not apply to measures sought, 
taken or maintained by a member pursuant to provisions 
of GATT 1994 other than article XIX, and multilateral trade 
agreements in annex 1A other than this agreement, or 
pursuant to protocols and agreements or arrangements 
concluded within the framework of GATT 1994. 
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2. The Phasing out of measures referred to in 
paragraph 1 (b) shall be carried out according to 
timetables to be presented to the committee on 
safeguards by the members concerned not later than 180 
days after the date of entry into force of the WTO 
agreement. These timetables shall provide for all 
measures referred to in paragraph 1 to be phased out or 
brought into conformity with this agreement within a 
period not exceeding four years after the date of entry into 
force of the WTO agreement, subject to not more than 
one specific measures per importing member5, the 
duration of which shall not extend beyond 31 December 
1999. Any such exception must be mutually agreed 
between the members directly concerned and notified to 
the committee on safeguard for its review and acceptance 
within 90 days of the entry into force of the WTO 
agreement. The annex to this agreement indicates a 
measure which has been agreed as falling under this 
exception. 
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3. Members shall not encourage or support the 
adoption or maintenance by public and private enterprises 
of non-governmental measures equivalent to those 
referred to in paragraph 1. 
 
5.2.12 Article-12 Notification and consultation 
 
1. A member shall immediately notify the committee on 
safeguard upon: 
(a) Initiating an investigatory process relating to serious 
injury or threat thereof and the reason for it: 
(b) Making a finding of serious injury or threat thereof 
caused by increased imports; and 
(c) Taking a decision to apply or extend a safeguard 
measure. 
 
2. In making the notifications referred to in paragraphs 
1(b) and 1(c), the member proposing to apply or extend a 
safeguard measure shall provide the committee on 
safeguard with all pertinent information, which shall 
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include evidence of serious injury or threat thereof caused 
by increased import, precise description date of the 
product involved and the proposed measure, proposed 
date of introduction, expected duration and timetable for 
progressive liberalization. In the case of an extension of a 
measure, evidence that the industry concerned is 
adjusting shall also be provided. The Council for trade in 
goods or the committee on safeguards may request such 
additional information as they may consider necessary 
from the member proposing to apply or extend the 
measure. 
 
3. A member proposing to apply or extend a safeguard 
measure shall provide adequate opportunity for prior 
consultations with those members having a substantial 
interest as exporters of the product concerned, with a 
view to, inter alia, reviewing the information provided 
under paragraph 2, exchanging views on the measure 
and reaching an understanding on ways to achieve the 
objective set out in paragraph 1 of Article 8. 
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4. A member shall make a notification to the committee 
on safeguard before taking a provisional safeguard 
measure referred to in article 6. Consultations shall be 
initiated immediately after the measure is taken. 
 
5. The results of the consultations referred to in this 
article, as well as the results of mid-term reviews referred 
to in paragraph 4 of article 7, any form of compensation 
referred to in paragraph 1 of article 8, and proposed 
suspensions of concessions and other obligations referred 
to in paragraph 2 of article 8, shall be notified immediately 
to the council for trade in goods by the members 
concerned. 
 
6. Members shall notify promptly the committee on 
safeguards of their laws, regulations and administrative 
procedures relating to safeguard measures as well as any 
modifications made to them. 
 
7. Members maintaining measures described in article 
10 and paragraph 1 of Article 11which exists on the date 
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of entry into force of the WTO agreement shall notify such 
measures to the Committee on safeguard not later than 
60 days after the date of entry into force of the WTO 
Agreement.     
 
8. Any member may notify the Committee on 
Safeguards of all laws, regulations, administrative 
procedures and any measures or actions dealt with in this 
agreement that have not been notified by other members 
that are required by this Agreement to make such 
notifications. 
 
9. Any member may notify the committee on 
safeguards of any non-governmental measures rererred 
to in paragraph 3 of article 11. 
 
10. All notification to the council for trade in Goods 
referred to in this agreement shall normally be made 
through the committee on safeguards. 
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11. The provisions on notification in this agreement shall 
not require any member to disclose confidential 
information the disclosure of which would impede law 
enforcement or otherwise be contrary to the public interest 
or would prejudice the legitimate commercial interests of 
particular enterprises, public or private. 
 
5.2.13 Article-13 Surveillance 
 
1. A Committee on Safeguards is hereby established, 
under the authority of the Council for trade in goods, 
which shall be open to the participation of any member 
indicating its wish to serve on it. The committee will have 
the following functions: 
 
(a) To monitor and report annually to the council for 
trade in goods on, the general implementation of this 
agreement and, make recommendations towards its 
improvement; 
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(b) To find, upon request of an affected member, 
whether or not the procedural requirements of this 
agreement have been complied with in connection with a 
safeguard measure, and report its findings to the council 
for trade in goods; 
 
(c) To assist members, if they so request, in their 
consultation under the provisions of this Agreement; 
 
(d) To examine measures covered by Article 10 and 
paragraph 1 of Article 11, monitor the phase-out of such 
measures and report as appropriate to the council for 
trade in Goods; 
 
(e) To review, at the request of the member taking a 
safeguard measure, whether proposals to suspend 
concessions or other obligations are ―substantially 
equivalent‖ , and report as appropriate to the Council for 
trade in goods; 
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(f) to receive and review all notifications provided for in 
this Agreement and report as appropriate to the Council 
for trade in Goods; and 
 
(g) To perform any other function connected with this 
Agreement that the council for trade in Goods may 
determine. 
 
2. To assist the committee in carrying out its 
surveillance function, the secretariat shall prepare 
annually a factual report on the operation of this 
agreement based on notifications and other reliable 
information available to it. 
 
5.2.14 Article-14 Dispute settlement 
 
The provisions of Articles XXII and XXIII of GATT 1994 as 
elaborated and applied by the Dispute settlement 
understanding shall apply to consultations and the 
settlement of disputes arising under this Agreement. 
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Annexure Exception Referred to on Paragraph 2 of Article 
11 
 
Members 
Concerned 
Product Termination 
EC/Japan EC/Japan Passenger 
Cars, off road vehicles, 
Light commercial vehicles, 
Light trucks (up to 5 tonnes), 
And the same vehicles in 
wholly knocked down 
Form (CKD sets). 
31December 1999 
    
A customs union may apply a safeguard measure as a 
single unit or on behalf of member state. When a customs 
union applies a safeguard measure as a single unit, all the 
requirement for the determination of serious injury or 
threat thereof under this agreement shall be based on the 
conditions existing in the customs union as a whole. 
When a safeguard measure is applied on behalf of a 
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member state, all the requirement for the determination of 
serious injury or threat thereof shall be based on the 
conditions existing in that member state and the measure 
shall be limited to that member state. Nothing in this 
Agreement prejudges the interpretation of the relationship 
between Article XIX and paragraph 8 of Article XXIV of 
GATT 1994. 
 
A member shall immediately notify an action taken under 
paragraph 1 of article 9 to the committee on safeguards. 
 
An import quota applied as a safeguard measure in 
conformity with the relevant provisions of GATT 1994 and 
this Agreement may, by mutual agreement, be 
administered  by the exporting member. 
 
Examples of similar measure include export moderation, 
export price or import-price monitoring systems, export or 
import surveillance, compulsory import cartels and 
discretionary export or import licensing schemes, any of 
which afford protection. 
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The only such exception to which the European 
Communities is entitled is indicated in the annex to this 
agreement. 
 
5.3 Safeguard Provisions under the Customs Tariff 
Act, 1975 
 
5.3.1 Section 8B: Power of Central Government to impose 
Safeguard Duty 
 
(1) If the Central Government, after conducting such 
enquiry as it deems fit, is satisfied that any article is 
imported into India in such increased quantities and under 
such conditions so as to cause or threatening to cause 
serious injury to domestic industry, then it may, by 
notification in the official Gazette, impose a safeguard 
duty on that article: 
 
Provided that no such duty shall be imposed on article 
originating from a developing country so long as the share 
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of imports of that article from that country does not exceed 
three percent or where the article is originating from more 
than one developing countries, then so long as the 
aggregate of the imports from all such countries taken 
together does not exceed nine percent of the total imports 
of that article into India. 
  
Provided further that the central Government may, by 
notification in the official Gazette, exempt such quantity of 
any article as it may specify in the notification, when 
imported from any country or territory into India, from 
payment of the whole or part of the safeguard duty 
leviable thereon. 
 
(2) The Central Government may, pending the 
determination under sub-section (1), impose as 
provisional safeguard duty under this sub-section on the 
basis of a preliminary determination that increased 
imports have caused or threatened to cause serious injury 
to domestic industry: 
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Provided that where, on final determination, the Central 
Government is of the opinion that increased imports have 
not caused or threatened to cause serious injury to a 
domestic industry, it shall refund the duty so collected: 
 
Provided further that the provisional safeguard duty shall 
not remain in force for more than two hundred days from 
the date on which it was imposed. 
 
(2A) Notwithstanding anything contained in sub-section 
(1) and sub-section(2), a notification issued under sub-
section (1) or any safeguard duty imposed under sub-
section (2), unless specifically made applicable in such 
notification or such imposition, as the case may be, shall 
not apply to articles imported by a hundred percent export 
oriented undertaking or a unit in a free trade zone or in a 
special economic zone. 
 
Explanation: For the purposes of this section, the 
expressions ―hundred per cent export oriented 
undertaking‖, free trade zone‖ and special economic 
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zone‖ shall have the meanings assigned to them in 
Explanation 2 to sub-section (1) of section 3 of Central 
Excise Act, 1944. 
 
(3) The duty chargeable under this section shall be in 
addition to any other duty imposed under this Act or under 
any other law for the time being in force. 
 
(4) The duty imposed under this section shall, unless 
revoked earlier, cease to have effect on the expiry of four 
years from the date of such imposition: 
 
Provided that if the Central Government is of the opinion 
that the domestic industry has taken measures to adjust 
to such injury or threat thereof and it is necessary that the 
safeguard duty should continue to be imposed, it may 
extend the period of such imposition: 
 
Provided further that in no case the safeguard duty shall 
continue to be imposed beyond a period of ten years from 
the date on which such duty was first imposed. 
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(5) The Central Government may, by notification in the 
Official Gazette, make rules for the purposes of this 
section, and without prejudice to the generality of the 
foregoing, such rules may provide for the manner in which 
articles liable for safeguard duty may be identified and for 
the manner in which the causes of serious injury or 
causes of threat of serious injury in relation to such 
articles may be determined and for the assessment and 
collection of such safeguard duty. 
 
(6) For the purposes of this section- 
(a) ―developing country‖ means a country by the Central  
Government in the Official Gazette for the purposes of this 
section; 
(b) ―domestic industry‖ means the producers 
(i) as a whole of the like article or directly competitive 
article in India; or 
(ii) Whose collective output of the like article or a 
directly competitive article in India constitutes a major 
share of the total production of the said article in India; 
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(c) ―serious injury‖ means an injury causing significant 
overall impairment in the position of a domestic industry; 
(d) ―threat of serious injury‖ means as clear and 
imminent danger of serious injury. 
(7) Every notification issued under this section shall, as 
soon as may be after it is issued, be laid before each 
House of Parliament. 
 
5.3.2 Section 8C: Power of Central Government to 
impose transitional product specific safeguard duty 
on imports from the People‘s Republic of China. 
 
(1) Notwithstanding anything contained in section 8B, if 
the Central Government, after conducting such enquiry as 
it deems fit, is satisfied that any article is imported into 
India, from the People‘s Republic Of China, in such 
increased quantities and under such conditions so as to 
cause or threatening to cause market disruption to 
domestic industry, then, it may, by notification in the 
Official Gazette, impose a safeguard duty on that article. 
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Provided that the Central Government may, by notification 
in the Official Gazette, exempt such quantity of any article 
as it may specify in the notification, when imported from 
people‘s Republic of China into India, from payment of the 
whole or part of the safeguard duty leviable thereon. 
 
(2) The Central Government may, pending the 
determination under sub-section (I), impose a provisional 
safeguard duty under this sub-section on the basis of 
preliminary determination that increased imports have 
caused or threatened to cause market disruption to a 
domestic industry. 
 
Provided that where, on final determination, the Central 
Government is of the opinion that increased imports have 
not caused or threatened to cause market disruption to a 
domestic industry, it shall refund the duty so collected. 
   
Provided further that the provisional safeguard duty shall 
not remain in force for more than two hundred days from 
the date on which it was imposed. 
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(3) Notwithstanding anything contained in sub-section 
(I) and (2), a notification issued under sub-section (I) or 
any safeguard duty import under sub-section (2), unless 
specifically made applicable in such notification or such 
imposition, as the case may be, shall not apply to articles 
imported by a hundred percent export oriented 
undertaking or a unit in a free zone or in a special 
economic zone. 
   
Explanation:- For the purposes of this section, the 
expressions ―hundred percent export oriented 
undertaking‖ ―free trade zone‖ and special economic 
zone‖ shall have the meanings respectively assigned to 
them in explanation 2 to sub-section (I) of section 3 of the 
Central Excise Act. 1944. 
 
(4) The duty chargeable under the section shall be in 
addition to any other duty imposed under this Act or under 
any other law for the time being in force. 
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(5) The duty imposed under this section shall, unless 
revoked earlier, cease to have effect on the expiry of four 
years from the date of such impositions. 
 
Provided that if the Central Government is of the opinion 
that such articles continues to be imported into India, from 
People‘s Republic of China, in such increased quantities 
so as to cause or threatening to cause market disruption 
to domestic industry and the safeguard duty should 
continue to be imposed. It may extend the period of such 
imposition for a period not beyond the period of ten years 
from the date on which the safeguard duty was first 
impose. 
 
(6) The Central Government may, by notification in the 
Official Gazette, make rules for the purpose of this 
section, and without prejudice to the generality of the 
foregoing, such rules may provide for the manner in which 
articles liable for safeguard duty may be identified and for 
the manner in which the causes of market disruption or 
causes of threat of market disruption in relation to such 
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article may be determined and for the assessment and 
collection of such safeguard duty. 
 
(7) For the purpose of this section: 
(a) ―domestic industry‖ means the producers- 
 (i) as a whole of a like article or a directly 
competitive  article; 
 (ii) Whose collective output of a like article or a 
directly competitive article to India constitutes a major 
share of the total produced of the total production of the 
said article in India. 
 
(b) ―Market disruption‖ shall be caused whenever 
imports of a like article or a directly competitive article 
produced by the domestic industry, increase rapidly, 
either absolutely or relatively, so as to be a significant 
cause of material injury, or threat of material injury, to the 
domestic industry. 
  
(c) ―Threat of market disruption: means a clear and 
imminent danger of market disruption. 
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(8) Every notification issued under this section shall, as 
soon as may be, after it is issued, be laid before each 
House of Parliament.  
   
5.4 Safeguard Duty Rules 
 
5.4.1 Customs Tariff (identification and assessment of 
Safeguard Duty) Rules, 1997 
 
In exercise of the powers conferred by sub-section (5) of 
section 8B of the Customs Tariff Act, 1975 (51 of 1975) 
the Central Government hereby makes the following rules, 
namely: 
 
1 Short Title and Commencement 
(i) These rules may be called the Customs Tariff 
(Identification and Assessment of Safeguard Duty) Rules, 
1997. 
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(ii) They shall come into force on the date of their 
publication in the official gazette. 
 
2. Definitions 
In these rules, unless the context otherwise requires: 
(a) ―Act‖ means the Customs Tariff Act, 1975 (51 of 
1975); 
(b) ―Critical circumstances‖ means circumstances in 
which there is clear evidence that imports have taken 
place in such increased quantities and under such 
circumstances so as to cause or threaten to cause serious 
injury to the domestic industry and delay in imposition of 
provisional safeguard duty would cause irreparable 
damage to the domestic industry; 
(c) ―Increased quantity‖ includes increase in imports 
whether in absolute terms or relative to domestic 
production; 
(d) ―Interested Party‖ includes- 
(i) any exporter or foreign producer or the 
importer of an article subjected to investigation for 
purposes of imposition of safeguard duty or a trade 
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or business association, majority of the members of 
which are producers, exporter or importers of such 
an article; 
 (ii) The government of the exporting country; and 
 (iii) A producer of the like article or directly 
competitive article in India or a trade or business 
association, a majority of members of which 
produce or trade the like article or directly 
competitive article in India; 
 
(e) ―Like article‖ means an article which is identical or 
alike in all respects to the article under investigation; 
 
(f) ―Provisional Duty‖ means a safeguard duty imposed 
under sub-section (2) of section 8B of the Act; 
 
(g) ―Specified Country‖ means a country or territory 
which is a member of the world trade Organisation and 
includes the country or territory with which the 
Government of India has an agreement for giving it the 
most favoured nation treatment; 
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(h) all words and expressions used and not defined in 
these rules shall have the meanings respectively assigned 
to them in the Act. 
 
3 Appointment of Director General (Safeguard) 
 
(1) The Central Government may, by notification in the 
official Gazette, appoint an officer not below the rank of a 
joint secretary to the Government of India or such other 
officer as it may think fit as the Director General 
(Safeguard) here-in-after referred to as the Director 
General for the purposes of these rules. 
 
(2) The Central Government may provide to the 
Director General the services of such other persons and 
such other facilities at it deems fit. 
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4 Duties of the Director General 
 
Subject to the provisions of these rules, it shall be the duty 
of the Director General- 
 
(1) To investigate the existence of ―serious injury‖ or 
threat of serious injury‖ to domestic industry as a 
consequence of increased import of an article into India; 
 
(2) To identify the article liable for safeguard duty; 
 
(3) To submit his findings, provisional or otherwise to 
the Central Government as to the ―serious injury‖ or 
―threat of serious injury‖ to domestic industry consequent 
upon increased import of an article from the specified 
country. 
 
(4) To recommend, 
(i) The amount of duty which if levied would be 
adequate to remove the injury or threat of injury to the 
domestic industry; 
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(ii) The duration of levy of safeguard duty and where 
the period so recommended is more than a year, to 
recommend progressive liberalization adequate to 
facilitate positive adjustment. 
 
(5) To review the need for continuance of safeguard 
duty. 
 
5 Initiation of Investigation 
 
(1) Except as provided in sub-rule(4) the Director 
General shall, on receipt of a written application by or on 
behalf of the domestic producer of like article or directly 
competitive article, initiate an investigation to determine 
the existence of ―serious injury‖ or ―threat of serious injury‖ 
to the domestic industry, caused by the import of an 
article in such increased quantities, absolute or relative to 
domestic production. 
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(2) An application under sub-rule(1) shall be in the form 
as may be specified by the Director General in this behalf 
and such application shall be supported by, 
(a) Evidence of, 
 (i) increased imports; 
 (ii) serious injury or threat of serious injury to the  
   domestic industry; 
(iii) A causal link between imports and the alleged 
serious injury or threat of serious injury; and 
(b) A statement on the efforts being taken, or planned 
to be taken, or both, to make a positive adjustment to 
import competition. 
 
(3) The Director General shall not initiate an 
investigation pursuant to an application made under sub-
rule(1) unless he examines the accuracy and adequacy of 
the evidence provided in the application and satisfies 
himself that there is sufficient evidence regarding- 
 
(a) Increased imports; 
(b) Serious injury or threat of serious injury; and 
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(c) A causal link between increased imports and alleged 
injury  or threat of serious injury. 
 
(4) Notwithstanding anything contained in sub-rule (1), 
the Director General may initiate an investigation suo 
moto if he is satisfied with the information received from 
any Commissioner of Customs appointed under the 
Customs Act, 1962 (52 of 1962) or any other source that 
sufficient evidence exists as referred to in clause (a), 
clause (b) and clause (c) of sub-rule (3). 
 
6 Principles Governing Investigations 
 
(1) The Director General shall after he has decided to 
initiate investigation to determine the serious injury or 
threat of serious injury to domestic industry, consequent 
upon the increased import of an article into India, issue a 
public notice notifying his decision there to. The public 
notice shall, inter alia, contain adequate information on 
the following namely:- 
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(i) The name of the exporting countries and the 
article  involved; 
 (ii) The date of initiation of the investigation; 
 (iii) A summary statement of the facts on which 
the allegation of serious injury or threat of serious 
injury is based; 
 (iv) Reasons for initiation of investigation. 
 (v) The address to which representations by 
interested  parties should be directed; and 
(vi) The time limits allowed to interested parties for 
making their views known. 
(vii) The time-limits allowed to interested parties 
for making their views known. 
 
(2) A copy of the public notice shall be forwarded by the 
Director General to the Central Government in the 
Ministry of Commerce and other Ministries concerned, 
known exporters of the article the increased import of 
which has been alleged to cause or threaten to cause 
serious injury to the domestic industry, the governments 
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of the exporting countries concerned and other interested 
parties. 
 
(3) The Director General shall also provide a copy of 
the application referred to in sub-rule (I) of rule 5 to: 
(i) The known exporters, or the concerned trade 
association, 
 (ii) The governments of the exporting countries; 
and 
 (iii) The Central Government in the ministry of 
Commerce; 
 
Provided that the Director General shall also make 
available a copy of the application, upon request in writing 
to any other interested party. 
 
(4) The Director General may issue a notice calling for 
any information in such form as may be specified by him 
from the exporters, foreign products and governments of 
interested. Countries and such information shall be 
furnished by such persons and governments in writing 
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within thirty days from the date of receipt of the notice or 
within such extended period as the Director General may 
allow on sufficient cause being shown. 
 
Explanation: For the purpose of this rule the public notice 
and other documents shall be deemed to have been 
received one week after the date on which these 
documents were sent by the Director General by 
registered post or transmitted to the appropriate 
diplomatic representative of the exporting country. 
 
(5) The Director General shall also provide opportunity 
to the industrial user of the article under investigation, and 
to representative consumer organisations in cases where 
the article is commonly sold at retail level to furnish 
information which is relevant the investigation. 
 
(6) The Director General may allow an interested party 
or its representative to present the information relevant to 
investigation orally but such oral information shall be 
 320 
taken into consideration by the Director General only 
when it is subsequently submitted in writing. 
 
(7) The Director General shall make available the 
evidence presented to him by one interested party to the 
other interested parties, participating in the investigation. 
 
(8) In case where an interested party refuses access to 
or otherwise does not provide necessary information 
within a reasonable period or significantly impedes the 
investigation, the Director General may record his findings 
on the basis of the facts available to him and make such 
recommendations to the Central Government as he 
deems fit under such circumstances. 
 
7. Confidential Information 
 
(1) Notwithstanding anything contained in sub-rules (1), 
(3) and (7) or rule 6, sub-rule(2) or rule 9 and sub-rule (5) 
of rule 11, any information which is by nature confidential 
or which is provided on a confidential basis shall, upon 
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cause being shown, be treated as such by the Director 
General and shall not be disclosed without specific 
authorisation of the party providing such information. 
 
(2) The Director General may require the parties 
providing information on confidential basis to furnish non 
confidential summary thereof and if, in the opinion of the 
party providing such information, such information cannot 
be summarised, such party may submit to the Director 
General a statement of reasons why summarisation is not 
possible. 
 
(3) Notwithstanding anything contained in sub-rule (2), 
if the Director General is satisfied that the request for 
confidentiality is not warranted or the supplier of the 
information is unwilling either to make the information 
public or to authorise its disclosure in a generalized or 
summary form, he may disregard such information unless 
it is demonstrated to his satisfaction from appropriate 
source that such information is correct. 
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8. Determination of Serious Injury or Threat of Serious 
Injury 
 
The Director General shall determine serious injury or 
threat of serious injury to the domestic industry taking into 
account, inter alia, the principles laid down in Annex to 
these rules. 
 
9. Preliminary Findings 
 
(1) The Director General shall proceed expeditiously 
with the conduct of the investigation and in critical 
circumstances, he may record a preliminary finding 
regarding serious injury or threat of serious injury. 
 
(2) The Director General shall issue a public notice 
regarding his preliminary findings. 
 
(3) The Director General shall send a copy of the public 
notice to the Central Government in the ministry of 
Commerce and in the ministry of Finance. 
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10. Levy of Provisional Duty 
 
The Central Government may in accordance with the 
provisions of sub-section (2) of section 8B of the Act, 
impose a provisional duty on the basis of the preliminary 
finding of the Director General: 
 
11. Final Findings 
 
(1) The Director General shall, within 8 months from the 
date of initiation of the investigation or within such 
extended period as the central Government may allow, 
determine whether, 
 
(a) The increased imports of the article under 
investigation has caused or threatened to cause serious 
injury to the domestic industry, and 
 
(b) A causal link exists between the increased imports 
and serious injury or threat of serious injury. 
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(2) The Director General shall also give its 
recommendation regarding amount of duty which, if levied 
would be adequate to prevent or remedy ‗serious injury‘ 
and to facilitate positive adjustment. 
 
(3) The Director General shall also make his 
recommendations regarding the duration of levy of duty: 
 
(4) The final findings, if affirmative, shall contain all 
information on the matter of facts and law and reasons 
which have led to the conclusion. 
 
(5) The Director General shall issue a public notice 
recording his final findings. 
 
(6) The Director General shall send a copy of the public 
notice regarding his final findings to the Central 
Government in the ministry of Commerce and in the 
ministry of Finance. 
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12 Levy of Duty 
 
(1) The Central Government may, impose by a 
notification in the official Gazette, upon importation into 
India of the product covered under the final finding, a 
safeguard duty not exceeding the amount which has been 
found adequate to prevent or remedy serious injury and to 
facilitate positive adjustment. 
 
(2) If the final finding of the Director General is 
negative, that is contrary to the prima facie evidence on 
whose basis the investigation was initiated, the Central 
Government shall within thirty days of the publication of 
final findings by the Director General under rule 11, 
withdraw the provisional duty imposed, if any. 
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13. Imposition of Duty on Non-discriminatory Basis 
 
Any safeguard duty imposed under rule10 or rule 12 shall 
be on a non-discriminatory basis and applicable to all 
imports of such article, irrespective of its source. 
 
14. Date of Commencement of Duty  
   
(1) The safeguard duty levied under rule 10 or rule 12 
shall take effect from the date of publication of the 
notification, in the official Gazette imposing such duty. 
 
(2) Notwithstanding anything contained in sub-rule(1), 
where a provisional duty has been levied and where the 
Director General has recorded a finding that increased 
imports have caused or threaten to cause serious injury to 
domestic industry, it shall be specified in the notification 
under sub-rule (1) that such safeguard duty shall take 
effect from the date of levy of provisional duty. 
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15. Refund of Duty 
 
If the safeguard duty imposed after the conclusions of the 
investigations is lower than the provisional duty already 
imposed and collected, the differential shall be refunded 
to the importer. 
 
16. Duration 
 
(1) The duty levied under rule 12 shall be only for such 
period of time  as may be necessary to prevent or 
remedy serious injury and to facilitate positive adjustment. 
(2) Notwithstanding anything contained in sub-rule (1) 
of this rule duty levied under rule 12 shall, unless revoked 
earlier, cease to have effect on the expiry of four years 
from the date of its imposition: 
 
Provided that if the Central Government is of the opinion 
that the domestic industry has taken measures to adjust 
to such injury or threat thereof and it is necessary that the 
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safeguard duty should continue to be imposed, it may 
extend the period of such imposition; 
 Provided further that in no case the safeguard duty 
shall continue to be imposed beyond a period of ten years 
from the date on which-such duty was first imposed. 
 
17. Liberalization of Duty 
 
If the duration of the duty levied under rule 12 exceeds 
one Year, the duty shall be progressively liberalized at 
regular intervals during the period of its imposition. 
 
18. Review  
 
(1) The Director General shall, from time to time, review 
the need for continued imposition of the safeguard duty 
and shall, if he is satisfied on the basis of information 
received to him that, 
  
(i) Safeguard duty is necessary to prevent or remedy 
serious injury and there is evidence that the industry is 
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adjusting positively, it may recommend to the Central 
Government for the continued imposition of duty; 
 
(ii) There is no justification for the continued imposition 
of such duty; recommend to the central Government for its 
withdrawal: 
 
Provided that where the period of imposition of Safeguard 
Duty exceeds three years the Director General shall 
review the situation not later than the mid-term of such 
imposition, and if appropriate, recommend for withdrawal 
of such safeguard duty or for the increase of the 
liberalization of duty. 
 
(2) Any review initiated under sub-rule (1) shall be 
concluded within a period not exceeding 8 months from 
the date of initiation of such review or within such 
extended period as the Central Government may allow. 
 
(3) The provisions of rules 5, 6, 7 and 11 shall mutates 
mutandis apply in the case of review. 
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Annex 
[see rule 8] 
 
(1) In the investigation to determine whether increased 
imports have caused or are threatening to cause serious 
injury to a Domestic industry, the Director General shall 
evaluate all relevant factors of an objective and 
quantifiable nature having a bearing on the situation of 
that industry, in particular, the rate and amount of the 
increase in imports of the article concerned in absolute 
and relative terms, the share of the domestic market taken 
by increased imports, changes in the level of sales, 
production, productivity, capacity utilization, profits and 
losses, and employment. 
 
(2) The determination referred to in paragraph (I) shall 
not be made unless the investigation demonstrates, on 
the basis of objective evidence, the existence of the 
causal link between increased imports of the article 
concerned and serious injury or threat thereof. When 
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factors other than increased imports are causing injury to 
the domestic industry at the same time, such injury shall 
not be attributed to increased imports. In such cases, the 
Director General may refer the complaint to the authority 
for anti-dumping or countervailing duty investigation; as 
appropriate. 
 
5.4.2 Customs Tariff (Transitional Product specific 
Safeguard Duty) Rules, 2002 
 
In exercise of the powers conferred by sub-section (6) of 
section 8c of the customs Tariff Act, 1975 (51 of 1975) the 
Central Government hereby makes the following rules, 
namely. 
 
1. Short Title and Commencement 
(i) These rules may be called the customs tariff 
(Transitional Product Specific Safeguard Duty) Rules, 
2002 
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(ii) They shall come into force on the date of their 
publication in the Official Gazette. 
 
2. Definitions 
In these rules, unless the context otherwise requires, 
 
(a) ―Act‖ means the Customs Tariff Act, 1975 (51 of 
1975); 
 
(b) ―Critical circumstances‖ means circumstances in 
which there is clear evidence that imports have taken 
place in such increased quantities and under such 
circumstances so as to cause or threaten to cause market 
disruption to the domestic industry and delay in imposition 
of provisional safeguard duty would cause irreparable 
damage to the domestic industry; 
 
(c) ―Increased quantity‖ includes increase in imports 
whether in absolute terms or relative to domestic 
production; 
(d) ―Interested Party‖ includes: 
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(i) Any exporter or foreign producer or the importer of 
an article subjected to investigation for purposes of 
imposition of safeguard duty under section 8C of the Act 
or a trade or business association, majority of the 
members of which are producers, exporters or importers 
of such an article; 
(ii) The government of the People‘s Republic of China; 
and 
(iii) A producer of the like article or directly competitive 
article in India or a trade or business association, a 
majority of members of which produce or trade the like 
article or directly competitive article in India; 
 
(e) ―Like Article‖ means an article which is identical or 
alike in all respects to the article under investigation under 
section 8C of the Act; 
 
(f) ―Provisional Duty‖ means a safeguard duty imposed 
under sub section (2) of section 8C of the Act; 
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(g) All words and expressions used and not defined in 
these rules shall have the meanings respectively assigned 
to them in the Act. 
 
3. Appointment of Director General (Specific 
Safeguard) 
 
(1) The Central Government may, by notification in the 
official Gazette, appoint an officer not below the rank of a 
joint Secretary to the Government of India or such other 
officer as it may think fit as the Director General (specific 
Safeguard) hereinafter referred to as the Director General 
for the purposes of these rules. 
 
(2) The Central Government may provide to the 
Director General the services of such other persons and 
such other facilities as it deems fit. 
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4. Duties of the Director General 
 
Subject to the provisions of these rules, it shall be the duty 
of the Director General:- 
 
(1) To investigate the existence of ―market disruption‖ 
or ―threat of market disruption‖ to domestic industry as a 
consequence of increased import of an article into India; 
 
(2) To identify the article liable for safeguard duty under 
section 8C of the Act; 
 
(3) To submit his findings, provisional or otherwise to 
the Central Government as to the existence of ―market 
disruption‖ or ―threat of market disruption‖ to the domestic 
industry consequent upon increased import of an article 
from the People‘s Republic of China; 
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(4) To recommend, 
(i) The amount of duty which if levied would be 
adequate to remove the ―market disruption‖ or ―threat of 
market disruption‖ to the domestic industry; 
(ii) The duration of levy of safeguard duty under section 
8C of the Act; 
 
(5) To review the need for continuance of such 
safeguard duty. 
 
(1) Except as provided in sub-rule (4), the Director 
General shall on receipt of a written application by or on 
behalf of the domestic producer of like article or directly 
competitive article, initiate an investigation to determine 
the existence of ―market disruption‖ or ―threat of market 
disruption‖ to the domestic industry, caused by the import 
of an article in such increased quantities, absolute or 
relative to domestic production. 
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(2) An application under sub-rule(1) shall be in the form 
as may be specified by the Director General in this behalf 
and such application shall be supported by evidence of - 
(i) Increased imports; 
(ii) ―Market Disruption‖ or ―threat of market disruption‖ 
to the domestic industry; and 
(iii) A causal link between imports and the alleged 
―market disruption‖ or ―threat of market disruption‖ 
 
(3) The Director General shall not initiate an 
investigation pursuant to an application made under sub-
rule (1) unless he examines the accuracy and adequacy 
of the evidence provided in the application and satisfies 
himself that there is sufficient evidence regarding- 
(a) Increased imports; 
(b) ―Market disruption‖ or ―threat of market disruption‖; 
 and. 
(c) A causal link between increased imports and 
―alleged market disruption‖ or ―threat of market 
disruption‖. 
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(4) Notwithstanding anything contained in sub-rule(1), 
the Director General may initiate an investigation suo 
moto, if he is satisfied with the information received from 
any commissioner of Customs appointed under the 
customs Act, 1962 (52 of 1962) or any other source that 
sufficient evidence exists as referred to in clause (a) 
clause (b) and clause (c) of sub-rule(3). 
 
 
6. Principles Governing Investigations 
 
(1) The Director General shall, after he has decided to 
initiate investigation to determine the ―market disruption‖ 
or ― threat of market disruption‖ to domestic industry, 
consequent upon the increased import of an article into 
India, issue a public notice notifying his decision thereto. 
The public notice shall, inter alia, contain adequate 
information on the following, namely:- 
 (i) The article involved; 
 (ii) The date of initiation of the investigation; 
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(iii) A summary statement of the facts on which 
the allegation of ―market disruption‖ or ―threat of market 
disruption‖ is based; 
(iv) Reasons for initiation of investigation. 
(v) The address to which representations by 
interested parties should be directed; and 
(vi) The time-limits allowed to interested parties 
for making their views know. 
 
(2) A copy of the public notice shall be forwarded by the 
Director General to the Central Government in the 
ministry dealing with Commerce and other ministries 
concerned, known exporters of the article the increased 
import of which has been alleged to cause or threaten to 
cause ―market disruption‖ to the domestic industry, the 
government of the people‘s Republic of China and other 
interested parties. 
 
(3) The Director General shall also provide a copy of 
the application referred to in sub-rule (1) of rule 5 to:- 
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 (i) The known exporters, or the concerned trade 
association; 
 (ii) The government of the People‘s Republic of 
China, and 
 (iii) The Central Government in the Ministry 
dealing with Commerce: 
 
(4) The Director General may issue a notice calling for 
any information in such form as may be specified by him 
from the exporters, foreign producers and government of 
the People‘s Republic of China and such information shall 
be furnished by them in writing within thirty days from the 
date of receipt of the notice or within such extended 
period as the Director General may allow on sufficient 
cause being shown. 
 
Explanation: For the purpose of this rule the public notice 
and other documents shall be deemed to have been 
received one week after the date on which these 
documents were sent by the Director General by 
registered post or transmitted to the appropriate 
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diplomatic representative of the people‘s Republic of 
China. 
 
(5) The Director General shall also provide opportunity 
to the industrial user of the article under investigation, and 
to representative consumer organisations in cases where 
the article is commonly sold at retail level to furnish 
information which is relevant to the investigation. 
 
(6) The Director General may allow an interested party 
or its representative to present the information relevant to 
investigation orally but such oral information shall be 
taken into consideration by the Director General only 
when it is subsequently submitted in writing. 
 
(7) The Director General shall make available the 
evidence presented to him by one interested party to the 
other interested parties, participating in the investigation. 
 
(8) In case where an interested party refuses access to 
or otherwise does not provide necessary information 
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within a reasonable period or significantly impedes the 
investigation, the Director General may record his findings 
on the basis of the facts available to him and make such 
recommendations to the Central Government as he 
deems fit under such circumstances. 
 
7. Confidential Information 
 
(1) Notwithstanding anything contained in sub-rules(1), 
(3) and (7) of rule 6, sub-rule(2) of rule 9 and sub-rule (5) 
of rule 11, any information which is by nature confidential 
or which is provided on a confidential basis shall, upon 
cause being shown, be treated as such by the Director 
General and shall not be disclosed without specific 
authorisation of the party providing such information. 
 
(2) The Director General may require the parties 
providing information on confidential basis to furnish non-
confidential summary thereof and if, in the opinion of the 
party providing such information, such information cannot 
be summarised, such party may submit to the Director 
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General a statement of reasons why summarisation is not 
possible. 
 
(3) Notwithstanding anything contained in sub-rule (2), 
if the Director General is satisfied that the request for 
confidentiality is not warranted or the supplier of the 
information is unwilling either to make the information 
public or to authorise its disclosure in a generalized or 
summary form, he may  disregard such information unless 
it is demonstrated to his satisfaction from appropriate 
sources that such information is correct. 
 
8. Determination of ―Market Disruption‖ or ―Threat of 
Market Disruption‖ 
  
The Director General shall determine ―market disruption‖ 
or ―threat of market disruption‖ to the domestic industry 
taking into account; inter alia, the principles laid down in 
annexure to these rules. 
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9. Preliminary Findings 
 
(1) The Director General shall proceed expeditiously 
with the conduct of the investigation and critical 
circumstances, he may record a preliminary findings 
regarding ―market disruption‖ or ―threat of market 
disruption‖. 
 
(2) The Director General shall issue a public notice 
regarding his preliminary finding. 
 
(3) The Director General shall send a copy of the public 
notice to the Central Government in the Ministry dealing 
with Commerce and in the Ministry dealing with Finance. 
 
10. Levy of Provisional Duty 
 
The Central Government may in accordance with the 
provisions of sub-section (2) of section 8C of the Act, 
impose a provisional duty on the basis of the preliminary 
findings of the Director General: 
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Provided that such duty shall remain in force only for a 
period not exceeding two hundred days from the date on 
which it was imposed. 
 
11. Final Findings 
 
(1) The Director General shall within 8 months from the 
date of initiation of the investigation or within such 
extended period as the Central Government may allow, 
determine whether, 
 
(a) The increased imports of the article under 
investigation under section 8C of the Act has caused or 
threatened to cause ―market disruption‖ to the domestic 
industry; and 
 
(b) A causal link exists between the increased imports 
and ―market disruption‖ or ―threat of market disruption‖ 
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(2) The Director General shall also give his 
recommendation regarding the amount of duty which, if 
levied, would be adequate to prevent or remedy ―market 
disruption‖ 
 
(3) The Director General shall also make his 
recommendations regarding the duration of levy of duty. 
 
(4) The final findings, if affirmative , shall contain all 
information on the matter of facts and law and reasons 
which have led to the conclusion. 
 
(5) The Director General shall issue a public notice 
recording his final findings. 
 
(6) The Director General shall send a copy of the public 
notice regarding his final findings to the Central 
Government in the ministry dealing with Commerce and in 
the Ministry dealing with Finance. 
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12. Levy of Duty 
 
(1) The Central Government may impose, by a 
notification in the official Gazette, upon importation into 
India of the article covered under the final findings, a 
safeguard duty under section 8C of the Act not exceeding 
the amount which has been found adequate to prevent or 
remedy ―market disruption‖. 
 
(2) If the final finding of the Director General is 
negative, that is contrary to the prima facie evidence on 
the basis of which the investigation under section 8C of 
the Act was initiated, the Central Government shall within 
thirty days of the publication of final findings by the 
Director General under rule 11, withdraw the provisional 
duty, if any, imposed under sub-section (2) of section 8C 
of the Act. 
 
13. Imposition of Duty on Non-discriminatory Basis 
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Any safeguard duty under section 8C of the imposed 
under rule 10 or rule 12 shall be on a non-discriminatory 
basis and applicable to all imports of such article from the 
People‘s Republic of China. 
 
 
 
14. Date of Commencement of Duty 
 
(1) The safeguard duty levied under rule 10 or rule 12 
shall take effect from the date of publication of the 
notification in the official Gazette imposing such duty. 
 
(2) Notwithstanding anything contained in sub-rule(1), 
where a provisional duty under sub-section (2) of section 
8C of the Act has been levied an where the Director 
General has recorded a finding that increased imports 
have caused or threaten to cause ―market disruption‖ to 
domestic industry, it shall be specified in the notification 
under sub-rule (1) that such safeguard duty shall take 
effect from the date of levy of the provisional duty. 
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15. Refund of Duty 
 
If the safeguard duty imposed after conclusion of the 
investigation under section 8C of the Act is lower than the 
provisional duty under sub-section (2) of that section 
already imposed and collected, the differential shall be 
refunded to the importer. 
 
16. Duration 
 
(1) The duty levied under rule 12 shall be only for such 
period of time as may be necessary to prevent or remedy 
―market disruption‖ 
 
(2) Notwithstanding anything contained in sub-rule(1) of 
this rule, the duty levied under rule 12 shall, unless 
revoked earlier, cease to have effect on the expiry of four 
years from the date of its imposition: 
 
Provided that if the Central Government is of the opinion 
that the article on which such safeguard duty is imposed 
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continues to be imposed into India, from people‘s 
Republic of China, in such increased quantities so as to 
cause or threatening to cause ―market disruption‖ to 
domestic industry and the safeguard duty should continue 
to be imposed, it may extend the period of such 
imposition: 
 
Provided further that in no case such safeguard duty shall 
continue to be imposed beyond a period of ten years from 
the date on which such duty was first imposed. 
 
17. Review 
 
(1) The Director General shall, from time to time, review 
the need for continued imposition of the safeguard duty 
imported under section 8C of the Act and shall, if he is 
satisfied on the basis of information received by him that: 
(i) Such safeguard duty is necessary to prevent or 
remedy ―market disruption‖ recommend to the Central 
Government for the continued imposition of that duty; 
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(ii) There is no justification for the continued imposition 
of such safeguard duty, recommend to the Central 
Government for its withdrawal: 
 
Provided that where the period of imposition of such 
safeguard duty exceeds three years, the Director General 
shall review the situation not later than the mid-term of 
such imposition, and if appropriate, recommend for 
withdrawal of such safeguard duty or for the variation of 
that duty. 
 
(2) Any review initiated under sub-rule (1) shall be 
concluded within a period not exceed 8 months from the 
date of initiation of such review or within such extended 
period as the Central Government may allow. 
 
(3) The provisions of rules 5,6,7 and 11 shall mutatis 
mutandis apply in the case of review. 
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Annexure 
[see rule 8] 
 
(1) In the investigation to determine whether increased 
imports have caused or are threatening to cause ―market 
disruption‖ to a domestic industry, the Director General 
shall evaluate all relevant factors of an objective and 
quantifiable nature having a bearing on the situation of 
that industry, in particular, the rate and amount of the 
increase in imports of the article concerned in absolute 
and relative terms, the share of the domestic market taken 
by increased imports, changes in the level of sales, 
production, productivity, capacity utilization, profits and 
losses and employment. 
 
(2) The determination referred to in paragraph (1) shall 
not be made unless the investigation demonstrates, on 
the basis of objective evidence, the existence of the 
causal link between increased imports of the article 
concerned and ―market disruption‖ or threat thereof. When 
factors other than increased imports are causing ―market 
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disruption‖ to the domestic industry at the same time, 
such ―market disruption‖ shall not be attributed to 
increased imports. In such case, the Director General may 
refer the complaint to the authority for anti-dumping or 
countervailing duty investigations, as appropriate. 
 
 
Schedule-1 
Safeguard Duty – Developing Countries Notification 
 
Notification No 103/98 – Customs dated 14-12-1998 as 
amended by Notification No.62/99 – Customs dated 
13.05.99 
 
In pursuance of clause (a) of sub-section (6) of section 8B 
of the Customs Tariff Act, 1975 (51 of 1975), the Central 
Government, hereby notifies the following countries as 
developing countries for the purposes of the said section, 
namely:- 
 
1. Afghanistan    2. Algeria 
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3. Angola     4. Antigua & 
Barbuda 
5. Argentina     6. Bahamas 
7. Bahrain     8.
 Bangladesh 
9. Barbados     10. Belize 
11. Benin     12. Bhutan 
13. Bolivia     14. Bosnia & 
Herzegovina 
15. Botswana     16. Brazil 
17. Brunei Darussalam   18. Burkina 
Faso 
19. Burundi     20. Cambodia 
21. Cameroon     22. Cape 
Verde 
23. Central African Republic  24. Chad 
25. Chile      26. China 
27. Colombia     28. Comoros 
29. Congo     30. Costa Rica 
31. Coste d‘Ivoire    32. Cuba 
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33. Cyprus     34. Republic of 
Korea 
35. Democratic Republic of the  36. Djibouti 
Congo 
37. Dominica     38. Dominican 
Republic 
39. Ecuador     40. Egypt 
41. Equatorial Guinea   42. Eritrea 
43. Ethiopia     44. Fiji 
45. Gabon     46. Gambia 
47. Ghana     48. Grenada 
49. Guatemala     50. Guinea 
51. Guinea-Bissau    52. Guyana 
53. Haiti      54. Honduras 
55. Indonesia     56. Iran(Islamic 
Republic) 
57. Iraq      58. Jamaica 
59. Jordan     60. Kenya 
61. Kiribati     62. Kuwait 
63. Lao People‘sDemocratic Republic64. Lebanon 
65. Lesotho     66. Liberia 
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67. Libyan Arab Jamhiriya  68. Madagascar 
69. Malawi     70. Malaysia 
71. Maldives     72. Mali 
73. Malta     74. Marshall Islands 
75. Mauritania     76. Mauritius 
77. Mexico     78. Micronesia 
79. Mongolia     80. Morocco 
81. Mozambique    82. Myanmar 
83. Namibia     84. Nepal 
85. Nicaragua     86. Niger 
87. Nigeria     88. Oman 
89. Pakistan     90. Palestine 
91. Panama     92. Papua New 
Guinea 
93. Paraguay     94. Peru 
95. Philippines     96. Qatar 
97. Romania     98. Rwanda 
99. EI Salvador    100. Samoa 
101. Sao Tomo and Principe  102. Saudi 
Arabia 
103. Senegal     104. Seychelles 
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105. Sierra Leone    106. Singapore 
107. Solomon Islands    108. Somalia 
109. South Africa    110. Sri Lanka 
111. St.Kits and Nevis    112. St.Lucia 
113. St.Vincent and the Grenadines 114. Sudan 
115. Suriname     116. Swaziland 
117. Syrian Arab Republic   118. Thailand 
119. Togo      120. Tonga 
121. Trinidad and Tobago   122. Tunisia 
123. Turkmenistan    124. Tuvalu 
125. Uganda     126. United 
Arab Emirates 
127. United Republic of Tanzania  128. Uruguay 
129. Vanuatu     130. Venezuela 
131. Vietnam     132. Yemen 
133. Yugoslavia     134. Zambia 
135. Zimbabwe 
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6 CHAPTER 6: CONCLUSION AND SUGGESTIONS 
6.1 General implications of WTO in nutshell 
 
It is a tribute to the human civilization that sovereign 
nations have agreed to subordinate their freedom (to act) 
and have agreed to work within the framework of rules to 
promote global trade. The Uruguay Round of negotiations 
has resulted into formation of WTO, a rule based system 
which is expected to lead to smooth and orderly 
international trade. In a nutshell, the implications-both 
threats and opportunities, could be summarized as: 
 
The impact of WTO and its agreements are on every 
economic activity be it agriculture, trading, service   or 
manufacturing. World markets are opening up due to 
lowering of tariffs and dismantling of other restrictions in 
developed and developing countries. Enlightened and 
awakened entrepreneurs have greater opportunities to 
benefit from their comparative advantages. 
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Domestic markets will be increasingly threatened because 
of   lowering of tariffs leading to freer entry of foreign 
goods and because of foreign companies establishing 
manufacturing bases locally. 
 
Whereas the developing countries will have greater 
opportunities in sectors in which they have cost based 
comparative advantages e.g. Textiles, Agriculture etc., the 
developed countries will benefit by opening of service 
sector and tightening of Intellectual Property Rights. 
However, without corresponding reforms in their    
domestic economic policies developing countries may fail 
to benefit from WTO regime. 
 
Export markets will become tougher because of 
competition among developing countries having similar 
comparative advantages. 
 
There is a wave of standardization blowing across the 
globe; products from developing countries are to face 
tougher quality standards in developed markets, 
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particularly in the areas where they have comparative cost 
advantage. 
 
Every company- whether serving domestic or international 
market, will have to undertake internal exercise to identify 
factors affecting its international competitiveness in terms 
of cost as well as quality. It will need to study if it can stay 
competitive once the product becomes freely importable 
or tariffs are further lowered or both. 
 
The WTO regime will benefit those countries more which 
show wits and skills in the ongoing dialogue. The 
Governments that are in constant touch with their 
industries and affected groups will be able to determine 
with clarity how and what should be negotiated at 
multilateral negotiations to the best of their advantage. 
 
The international trade is increasingly becoming 
knowledge based. The entrepreneurial ability will come to 
fore in the new environment. 
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The concepts of liberalization of international trade, 
deregulation and privatization of internal economy, have 
now been strengthened and legalized under WTO. The 
choice before countries in adopting a direction other than 
this has become almost unrealizable. The countries that 
have understood this have moved swiftly in fine tundra 
their domestic and international trade policies creating a 
winning environment for their businesses. Those who are 
still debating the issue or are in the stage of bewilderment 
will help neither themselves nor their businesses. 
 
6.2 Impact of WTO agreements on Indian policy, laws 
and business 
6.2.1 General Agreement on Tariffs & Trade (GATT) 
  
(a)    Objectives of Agreements 
 
1. Prohibits actions of Govts/ organisations that distort 
normal trade; discrimination between member 
 362 
nations and discrimination between domestic and 
lawfully imported foreign goods.  
 
2. Sets guidelines for implementation of agreements 
and settlement of disputes. 
 
 (b)  Impact on Indian Policy / Laws 
 
1. India started reforms during GATT negotiation 
period (86-94). 
 
2. Import duties down from peak 300% to 50%. 
Already complies with WTO bindings on most tariff 
lines. 
 
3. Committed to remove all QRs (Quantitative 
restrictions) by 2001 i.e. import restrictions/ license 
 
4. Committed   to   create   freer trade regime as per 
GATT agreement; already amended host of 
legislation, more to follow India's plan of phasing out 
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QRs (chiefly restrictions on import through   
negative   lists)   was contested by US.   Following 
the WTO appellate ruling, India has agreed to phase 
out QRs by 1.4.2000. It will affect consumer goods, 
agricultural, textiles and petroleum products. 
 
(c)  Business Implications 
 
1. Impact on entire gamut of trade in goods. 
2. Competition to intensify as more imported products 
find easy access. Around three quarters of the 
products reserved for Small Industries already in 
OGL (free import allowed), rest to be allowed by 
2001*. Removal of QRs set to further accelerate 
import of all products.  
3. WTO led external liberalization speedily done; Half 
baked internal liberalization to hurt domestic 
industries' competitiveness severely; Industry 
suffers from poor infrastructure, absence of VAT, 
obsolete labour laws, lack of coordination  among  
ministries  and  non-availability  of economical, 
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quality services-Banking, Insurance, in- land 
transport etc.  
 
4. Without corresponding internal liberalization of 
domestic policies, much of the benefits of WTO may 
remain a mirage. Knowledge among SMEs on WTO 
is shockingly low; and is set to attract injuries from 
sudden spurts in unfair imports. Reassessment of 
comparative advantage is required.  Many will have 
to change businesses; rigid legislation and rules 
would be a big stumbling block in the way. Only 
those businesses whether producing for domestic 
market or for foreign markets, which have 
international vision will survive and grow (in most of 
the product categories). 
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6.2.1.1 Agreement on valuation of goods (Implementation 
of Article VII of GATT, 1994)  
 
(a)  Objective of Agreement 
 
Requires countries to follow the agreement for valuation 
of imports to check arbitrary decisions of customs.  
 
(b)  Impact on Indian Policy / Laws 
 
India has amended its laws in conformity with agreement 
by notification 26(NT)/24. 04.95; Customs Act  
 
(c)  Business Implications 
 
1. Importers and exporters to benefit from more 
transparent regime.  
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2. While rejecting the value given by importer, 
Customs to give reasons in writing. Clear guidelines 
provided for computing value. 
 
6.2.1.2 Agreement on Pre-shipment Inspection (PSI ) 
 
(a) Objective of Agreement  
 
To check arbitrary ways of PSI companies in valuation of 
goods (around 30 countries use them). 
 
(b) Impact on Indian Policy/Laws  
   
India does not use services of PSI Companies 
 
(c) Business Implications 
 
1. Indian companies exporting to the countries using 
PSI companies (such as SGS, Bureau Veritas etc.) 
to benefit from improved systems.  
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2. Arbitrary actions of PSI companies in computing 
Export value to be checked. 
  
6.2.1.3 Agreement on Technical Barriers to Trade (TBT) 
 
(a)  Objective of Agreement  
 
1. To check misuse of mandatory product standards by 
countries. 
2. Recommends countries to base their standards 
around international standards. 
3. Requires countries to establish 'enquiry points'. 
 
(b)  Impact on Indian Policy/Laws  
 
1. Bureau of Indian Standards (BIS), following 
agreement, has shaped most Indian Standards are 
based on International Standards. 
2. BIS is also to serve as an enquiry point. 
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(c)  Business Implications 
 
1. Indian exporters of electrical machinery, consumer 
articles, pharmaceuticals, detergents, automobiles, 
household electric/electronic   gadgets,   
insecticides, hazardous chemicals, fertilizers, toys 
etc. to benefit from the agreement as imports of 
these products are subject to Mandatory Product 
Standards. 
 
2. Enquiry points to help in accessing the   information  
 
3. Threat : The agreement also covers PPM (Process 
and Production Methods). This could be used for 
discriminating against Indian exports for 
agri/food/pharma products. 
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6.2.1.4 Agreement on Sanitary and Phytosanitary 
Measures (SPM)  
 
 (a) Objective of Agreement  
 
Same as above except that MFN rule - countries can deny 
import from certain region/ country due to fear of spread 
of   pests/disease. 
 
(b)  Impact on Indian Policy/Laws  
 
Most of India's standards are at par with the international   
standards. 
 
(c)  Business Implications 
 
Companies exporting fresh/ processed fruit/vegetables, 
juices, meat, dairy products etc. should understand the 
Mandatory Standards. They should follow the 
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developments taking place at various Intl. organizations 
as FAO, Codex Alimantarius etc. which have serious 
implications for their businesses in agri / processed food 
and dairy products. 
 
6.2.1.5 Agreement on Import Licensing Procedures 
(a)  Objective of Agreement  
 
To ensure transparency in issuance of import licenses, 
prescribes time limits for licenses to be issued. 
  
(b) Impact on Indian Policy/Laws  
 
System progressively improved, though still far from being 
perfect. Delays & misuse of discretionary powers 
frequent. 
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(c)  Business Implications 
 
Improved system within India and in other countries will 
have a positive fall out for Small Businesses who are 
usually at the receiving end of restrictive policy 
environment. 
  
6.2.1.6 Agreement on Rules applicable on Exports   
 
(a)  Objective of Agreement  
 
1. Allows export product to be relieved of indirect taxes 
(e.g. excise), prohibits direct tax benefits (e.g. 
Income Tax waivers on export earnings).  
 
2. Also allows countries to levy duties on exports for 
controlling it, if situation so demands, but prohibits 
other restrictions (except in few cases). 
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(b)  Impact on Indian Policy/Laws  
 
1. EXIM Policy provides schemes to neutralize the 
incidence of indirect taxes1 e.g. DEPB2, Adv. 
License, Special Import License etc. & Draw Back. 
 
2. Government provides IT waiver on export earnings 
(80HHC of IT Act) 1 Customs duty on import 
contents used in export product, excise, sales 
tax/VAT etc. 2 Few   countries have launched 
complaint      terming    it      as 'subsidy' prohibited 
as per GATT.   
 
(c)  Business Implications 
 
1. Exporting companies have right to demand from 
Govt such schemes    that    neutralize    the 
incidence of indirect taxes on the export product. In 
the absence of such schemes Indian products will 
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be at serious disadvantage internationally as all 
countries have such schemes in place.  
 
2. The IT waiver on export earnings is temporary 
measure, India to phase it out by 2005. So could be 
the future of DEPB.  
 
3. According to an EXIM Bank study, Indian exports 
suffer from cost disability of 16.3 % over their 
overseas counterparts due to absence of VAT, 
inadequate financing and infrastructure bottlenecks. 
 
6.2.1.7 Agreement on Subsidies and Countervailing 
Measures (SCM) 
 
(a) Objective of Agreement  
 
1. Prohibits ‗export subsidies'; allows 'permissible 
subsidies' 
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2. Requires developing countries to phase them out by 
2003 (with some exceptions) and to freeze their 
level and coverage during transitional period. 
 
 
(b)  Impact on Indian Policy/Laws 
 
1. India to scrap IT waiver on export earnings by 2005.  
 
2. EXIM Policy following the GATT directives 
cautiously in introducing the Duty Exemption 
schemes & modifying them to make them WTO 
compatible.  
 
3. Requisite Directorate established in Ministry of 
Commerce. 
 
(c)  Business Implications 
 
1. Businesses to understand what is permissible and 
what is not e.g. subsidies given by Governments to 
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small businesses are usually permissible (non-
actionable) or given for R&D or for adaptation    to 
new environment requirements.  
 
2. Even during transition period (upto2003), importing 
countries can countervail 'subsidies' by increasing 
duties.  
 
3. Export subsidies on import sensitive products 
(textiles, leather products etc.) can be maintained by 
importing countries. 
 
6.2.1.8 Agreement on Safeguard Measures   
 
(a)  Objective of Agreement  
 
Allows countries to take action against undue import 
surge injurious to domestic manufacturers during the 
transition period 
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(b)  Impact on Indian Policy/Laws 
 
Directorate of safeguards established in Ministry of 
Finance.  
 
(c)  Business Implications 
 
Manufacturers, measures can be taken during the 
transition period (initially for 4 years extendable upto 10 
years, from 1st Jan'95 ) through raising duties (beyond 
bound rates) or by imposing QRs; both for new & existing 
industries. 
   
6.2.2 General Agreement on Trade in Services (GATS) 
 
(a)  Objective of  Agreement  
 
1. All services come under GATS (12 sectors). 
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2. Requires   countries   to ensure     MFN     principle, 
transparency, mutual recognition of qualifications. 
3. Lists liberalization commitments of countries  
 
(b)  Impact on Indian Policy/Laws  
 
1. EXIM Policy (amended in 1999) incorporates 
services chapter for the first time; same status as to 
merchandise.  
 
2. Committed to open 10 sectors.  
 
3. Partial liberalization in Banking sector, Telecom 
Sector (TRAI established in line of with SEBI), 
Insurance (IRA established) etc.   
 
(c)  Business Implications 
 
1. Services constitute 40% of GDP. State monopolies 
in all the major sectors (banking, insurance, 
transport -rail etc.) Liberalization in the sectors will 
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be extremely beneficial to Indian companies in 
competing domestically as well as internationally. 
  
2. Huge potential for export of services like 
accountancy, data processing & software, 
management consultancy, legal services, feasibility 
studies.  
 
3. E-commerce and internet will fuel export of services 
further. 
 
6.2.3  Agreements on Trade Related Intellectual Property 
Rights (TRIPS) 
 
(a)  Objective of Agreement 
 
1. Provides protection to IPRs as Patents, Copyrights, 
Trade marks, Ind. Designs, layout designs for ICs, 
Geographical Indications & Undisclosed   
information National and MFN Treatment.  
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2. Developing countries to implement within 5 years, 
LDC s in 11 years.  
 
(b)  Impact on Indian Policy/Laws 
 
1. Immediate change required   in Patents   Act   
(1970),   Trade   & Merchandise Marks Act (1958), 
Designs Act (1911), Copyright Act (1957) etc.  
 
2. TRIPS  agreement will  also trigger    changes    in    
certain provisions of Contract Act (1872), Law of 
Torts,   Companies Act (1961), IT Act (1961), MRTP 
Act (1969) etc.  
 
3. New Acts to be enacted.   
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(c)  Business Implications 
 
1. Impact will be on all businesses.  
 
2. Main source of technology for SMEs-reverse 
engineering, will be difficult with the stricter IPR 
regime and in new regime 'Ignorance of law will be 
of no excuse' (The burden of proof is on infringer).  
 
3. The Transfer of Technology cases may, however, 
increase on commercial terms as counterfeit trade 
will have effective deterrent (amended laws).  
 
4. India's own R&D institutions could reap benefits 
within India as well as abroad. 
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6.2.3.1 Patents 
 
(a)  Objective of Agreement  
 
1. Patents to be given for Process as well as Products.  
 
2. Life of patents fixed at 20 years.  
 
3. Compulsory licensing on case to case basis.  
 
4. Micro-organisms to be patented and protection of 
plant varieties by patents or a sui generis system or 
both.  
 
(b) Impact on Indian Policy/Laws 
 
1. Patents Act partially amended (1994). Second 
amendment bill pending     before     Parliament 
allows    product    patents    in pharma., agri-
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chemicals and food. Patent life increased to 20 
years, micro-organisms made patentable. 
 
2. New law for plant varieties being drafted.  
 
(c)  Business Implications 
 
1. Immediate impact on pharma, agri-chemicals and 
food; patented products cannot be manufactured 
without license.  
 
2. India has transition period granted till 1" Jan 2000. 
Additional 5 years for these three sector i.e. patents 
could be given after 1st Jan 2005. (with the 
condition that applicant would be given 'Exclusive 
Marketing Rights' (EMR) for 5 years- from 1st Jan 
1995 or till grant/rejection of patent, whichever ends 
earlier. 
 
 383 
 
6.2.3.2 Copyrights   
 
(a)  Objective of Agreement 
 
1. Definition & scope broadened; now includes 
software, sound recordings, films etc.  
 
2. Min. protection 50 years ( 25  years  for  
photographic works).  
 
(b)  Impact on Indian Policy/Laws 
 
The Copyright Act amendment bill has been passed by 
Parliament. 
 
(c)  Business Implications 
 
1. Would benefit Indian Software, Music and Film 
Industry besides authors, publishing companies. 
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2. Impact on counterfeit Trade 
 
6.2.3.3 Trademarks   
 
 (a) Objective of Agreement  
 
1. Covers Trade as well as Service Marks  
 
2. Protection set at 7 years (renewals indefinitely)   
 
(b)  Impact on Indian Policy/Laws 
 
Amendment bill passed by Parliament, which now 
Includes service marks.   
 
 (c) Business Implications 
 
1. Care should be exercised in choosing names of the 
companies or products e.g. Others' brand names 
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cannot be used as Company's name (names as 
Maruti, Reliance, Usha etc. used by other 
businesses could be contested). 
 
2. Implications for Indian Designers as well as 
garment. 
  
6.2.3.4 Industrial Designs & Layout Designs   
 
(a)  Objective of Agreement  
 
1. Covers new and original Industrial designs & Layout 
Designs. 
2. Minimum protection set at 10 years. 
 
(b)  Impact on Indian Policy/Laws 
 
The amendment bill has been passed by Parliament. 
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(c) Business Implications 
 
Textiles industry using protected designs & manufacturers 
of integrated circuits. 
 
6.2.3.5 Undisclosed Information & Trade Secrets 
 
(a)  Objective of Agreement   
 
Does not demand it to be Intellectual Property but 
stipulates their protection through contractual obligations.   
 
(b)  Impact on Indian Policy/Laws 
 
Impact on 'know-how' agreements, Contract Act etc.   
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(c) Business Implications 
 
1. Employees, consultants, licensee, sub-contractors, 
etc. restrained from divulging confidential 
information.  
 
2. Provisions on Undisclosed Test Data submission of 
which is required by Governments before grant of 
permission (e.g. in pharma products) stipulates 
adequate protection. 
 
6.2.3.6 Geographical Indications 
 
(a)  Objective of Agreement  
 
Prohibits countries to permit trademarks containing 
misleading information on geographical origin of goods. 
 
(b)  Impact on Indian Policy/Laws 
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1. The bill for geographical indications has been 
passed by the Parliament. 
  
2. India is taking up membership of Paris Convention, 
the Patent Protection Treaty and other important 
Treaties as Lisbon Treaty for Geographical 
Indications.   
 
(c)  Business Implications 
 
1. Major impact on agri-food products. Benefits from 
improved system.  
 
2. Our not having law on GIs has led to controversies 
on Basmati, Darjeeling Tea, Alphanso Mangoes etc. 
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6.2.4 New Issues in WTO and their likely implication 
 
6.2.4.1 Agreements on social clause and core labour 
standards 
 
(a)  Objective of  Agreement 
 
To enforce core labour standards against exploitative 
labour practices. 
 
(b)  Impact on Indian Policy/Laws 
 
Stricter labour standards likely.   
 
(c)  Business Implications 
 
1. Boycott of products or sanctions on countries not 
following new standards.  
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2. Implications galore for sectors like textile / garments, 
leather, handicrafts, agro food products, sports 
goods etc. 
 
6.2.4.2 Agreements on Trade and Environment 
 
(a)  Objective of  Agreement 
 
1. To check harmful effect of trade on environment. 
 
2. To effect environmental reform through influencing 
production and consumption modes.   
 
(b)  Impact on Indian Policy/Laws 
 
Stricter norms for packaging and their 
consumption/disposal.  
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(c) Business Implications 
 
1. Already 20 multilateral agreements on environment 
in force as Basel Convention, Montreal Protocol etc.  
 
2. Specific impact on sectors like food processing, 
fisheries / seafood, chemicals and drugs, plastics 
etc.  
 
3. General implications for packaging (cost of pkg. to 
rise).  
 
4. Exporters could be discriminated against because of 
stringent packaging standards in developed 
markets. 
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6.2.4.3 Agreements on Trade and Investment  
 
(a)  Objective of Agreement 
 
1. To create rights for investors in host country.  
 
2. To minimize intervention of government in 
controlling foreign investment.    
 
(b) Impact on Indian Policy/Laws 
1. Regulatory mechanism for FDI could be liberalized 
further.  
 
2. Curtailment of rights of Governments in controlling 
flow of investment.   
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(c)  Business Implications 
 
1. Fear of 'crowding out' of entrepreneurs.  
 
2. Profitable service enterprises could also be 
casualties as laundries, auto workshops, taxies, 
hotels, numerous service agencies etc. 
  
6.2.4.4 Agreements on Trade and Competition Policy 
(a)  Objective of Agreement 
 
To restrict the distortive business practices of public or 
private enterprises or trade cartels, monopolies etc.   
 
(b)  Impact on Indian Policy/Laws 
 
Changes required in MRTP Act or new act for competition 
policy.  
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(c)  Business Implications 
 
1. Impact on acquisitions and mergers.  
 
2. Check on trade distorting activities of cartels will 
help SMEs in India and in excessively controlled 
foreign markets. 
  
6.2.4.5 Agreements on Transparency in Government 
procurement 
 
(a) Objective of  Agreement  
 
To expand the scope and coverage of existing plurilateral 
agreement.  
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(b)  Impact on Indian Policy/Laws 
 
1. Once signed, agreement will trigger changes in 
Government procurement policies, system of 
tendering etc.  
 
2. Will cover central /state PSUs, enterprises 
influenced by government.  
  
(c)  Business Implications 
 
1. Price preference to domestic manufacturers not 
allowed.  
 
2. Tender process to be made more transparent, right 
to challenge award, etc.  
 
3. Implication for all Government suppliers.  
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4. Government spending could cease to galvanize 
domestic growth; contracts may go to foreign 
companies. 
 
6.2.4.6 Agreements on Regional Trade Agreements  
 
(a)  Objective of Agreement 
 
1. Article     XXIV     allows formation     of     Regional 
Trading Blocs as important exception to MFN Rule.  
 
2. 100 RTAs in operation as EU, NAFTA, ASEAN etc.   
 
(b) Impact on Indian Policy/Laws 
 
1. India signed SAPTA (South Asian Preferential Trade 
Agreement with Bangladesh, Nepal, Pakistan, Sri-
Lanka, Bhutan, & Maldives). 
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2. SAPTA to be converted into Free Trade Zone by 
2001.  
 
3. Special preferential duties already notified in 
customs tariff. Covering 1000 tariff lines (Notification 
No. 15 dt. 1.3.97). 
  
4. Free   Trade Agreement   with Sri Lanka (28.12.98)   
 
(c) Business Implications 
 
1. Most RTAs like EU, NAFTA etc. benefit the 
members at the expense of non-members.  
 
2. Serious implications of SAPTA & Free Trade 
Agreements signed with Sri Lanka: would induce 
further competition.  
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3. Large companies (foreign / Indian) setting up bases 
in these countries to take advantage of preferential 
trade and to export to India. 
 
6.3  Sovereignty and WTO 
 
Is the sovereignty of Nations not compromised when they 
sign agreements like WTO? The answer lies in the 
changed definition of 'sovereignty'. 'The true expression of 
sovereignty in today's world is the capacity of 
democratically elected Governments to articulate the 
interests of their constituents through negotiations and 
international commitments". Some of the definitions we 
earlier had between international policy and domestic 
policy look increasingly facile and irrelevant. Secondly, if 
the sovereignty of a nation is diluted under multilateral 
agreements it is not of one country alone. All nations 
under such agreements forgo something, to get the other 
things dearer. 
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6.4 Impact on oilseed sector 
 
Several countries including India have initiated economic 
reforms in recent years, the main objectives of which are 
to correct macroeconomic imbalance and accelerate pace 
of market-led development through necessary structural 
adjustment. However, the pace and pattern of reforms as 
well as its impact vary widely across countries due to 
different levels of human development, local conditions as 
well as the capacities of the countries to absorb the 
shocks caused by reforms.  
 
India initiated the process of economic liberalization in the 
early 1980s, although formally it joined the economic 
reform bandwagon in 1991. But unlike the countries of 
East Europe, China and Vietnam, the Indian economy 
was never fully regulated and therefore, the nature of 
economic reforms in India has been relatively mild. 
Nevertheless, India is one of the founder members of the 
World Trade Organization (WTO), set up in 1995 and is 
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under obligation to open the economy for more liberal 
international trade and investment through removal of 
various restrictive practices in a phased manner. The 
process of economic liberalization and globalization is 
likely to influence production patterns as well as 
production relations and have far- reaching implications 
for the oil-seeds sector. 
 
There is often apprehension that agricultural and other 
incidental sector would be affected adversely because of 
their inherent weakness or limitations and do not have 
access to appropriate institutions that can prepare them to 
meet the challenges of economic liberalization WTO. 
Economic reforms undertaken in India include both 
macroeconomic reforms and sectoral reforms. 
Macroeconomic reforms, which involve changes in the 
national policies relating to domestic corporate and 
foreign investments, industrial licensing, trade, taxation, 
subsidies, etc., are likely to affect the agriculture as well 
as oil-seeds sectors. Rural sector reforms like (i) reduction 
in subsidies on food, fertilizers, power and irrigation, (ii) 
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liberalization of agricultural trade involving withdrawal of 
quantitative restrictions on import, decanalization of 
agricultural export and imports, reduction in tariff rates 
and removal of zonal restrictions on the movement of 
agricultural commodities, (iii) removal of reservation of  
production of certain commodities by the small and 
household sectors, (iv) relaxation of land ceiling and 
tenancy laws, (v) rural credit reforms involving 
deregulation of interest rates of rural co-operative bank 
and (vi) relaxation of service area restrictions, would 
influence the income and employment of rural workers 
both directly or indirectly. 
 
As a member of WTO, India is committed to not revert to 
the old regulatory regime. What is probably most 
important is to build effective environment to meet the 
challenges and get the benefits of WTO and globalization.                
 
From 1948 to 1994, the General Agreement on Tariff and 
Trade (GATT) provided the rules much of the world trade 
and presided over periods that saw some of the highest 
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growth rates in international trade and commerce. It 
seemed well established, but throughout those years, it 
was a provisional agreement and organization but it‘s 
functioning and working has not left any area of global 
trade untouched. 
 
India is one of the countries of the world who are its 
members from its inception. The GATT round of talks are 
a series of agreement among the member countries 
entered into for the purpose of regulating and streamlining 
the international trade among different nations of the 
world. India being a founder member of the GATT had 
been committed to the adoption of the policies and 
principles enunciated in the GATT and multilateral 
agreement signed and ratified on the sidelines of GATT. 
Generally it lays down inter alias the principles to be 
followed by the member countries for imposition of anti-
dumping duties, countervailing duties and safeguard 
measures. Pursuant to the GATT, 1994, detailed 
guidelines have been prescribed under the specific 
agreements, which have also been incorporated in the 
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national legislation of the member countries of the WTO. 
Indian laws were amended to bring them in line with the 
provisions of the respective GATT agreements.        
 
As earlier discussed WTO is international body dealing 
with the rules of trade between member nations. A 
member of the WTO has to be a signatory to the GATT 
and certain multilateral agreements. The agreement on 
anti-dumping (i.e. the Agreement on the implementation of 
the Article VI of GATT, 1994), the Agreement on 
Subsidies and Countervailing Measures and the 
Agreement on Safeguards are some of the multilateral 
agreements to which a WTO Member has to be a party. 
India is one of the founder Members of GATT as well as 
of WTO and, a signatory, inter alia, to all these 
agreements. The imposition of safeguards has become an 
increasingly popular trade policy tool since the Agreement 
on Safeguards came into force in 1995. Safeguards are 
temporary measures such as increased tariffs, tariff 
quotas or quantitative restrictions, explicitly designed to 
slow imports in order to enable a particular domestic 
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industry to adjust to heightened competition from foreign 
suppliers.  
 
The domestic law to implement the provisions of the 
Agreement on Safeguards has been enacted under 
Section 8B and Section 8C of the Customs Tariff Act, 
1975. The custom Tariff (Identification and Assessment of 
Safeguard Duty) Rules, 1997 and Custom Tariff 
(Transitional Product Specific Safeguard Duty) Rules, 
2002 govern the procedural aspects. 
 
The Agreement on Agriculture forms a part of the Final 
Act of the Uruguay Round of Multilateral Trade 
Negotiations, which was signed by the member countries 
in April 1994 at Marrakesh, Morocco and came into force 
on 1st January, 1995. The Uruguay Round marked a 
significant turning point in world trade in agriculture. For 
the first time, agriculture featured in a major way in the 
GATT round of multilateral trade negotiations. Although 
the original GATT - the predecessor of the World Trade 
Organisation (WTO) - applied to trade in agriculture, 
 405 
various exceptions to the disciplines on the use of non-
tariff measures and subsidy meant that it did not do so 
effectively. The Uruguay Round agreement sought to 
bring order and fair competition to this highly distorted 
sector of world trade by establishment of a fair and market 
oriented agricultural trading sector. 
 
The root cause of distortion of international trade in 
agriculture has been the massive domestic subsidies 
given by the industrialised countries to their agricultural 
sector over many years. This in turn led to excessive 
production and it‘s dumping in international markets as 
well as import restrictions to keep out foreign agricultural 
products from their domestic markets. Hence, the starting 
point for the establishment of a fair agricultural trade 
regime has to be the reduction of domestic production 
subsidies given by industrialised countries, reduction in 
the volume of subsidised exports and minimum market 
access opportunities for agricultural producers world-wide.  
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Agriculture was kept outside the purview of GATT till 
1995. However, UR has succeeded in bringing agriculture 
on the main track of GATT and agriculture trade is now 
firmly within the multilateral trading system. All the 
member countries of WTO are committed to follow set of 
rules embodied in WTO Agreement on Agriculture which 
covers: (i) domestic support, (ii) Market access i.e., tariffs, 
and restrictions on imports and exports, and, (iii) export 
subsidies. The agreement sought reduction in trade 
distorting domestic policies like price interventions and 
subsidies; reduction in export subsidies; replacing 
quantitative restrictions on trade with tariffs and reduction 
in tariffs to encourage more and freer trade. It was 
projected that trade liberalisation and implementation of 
AOA would bring large benefits to the developing 
countries through improved access to the developed 
countries‘ markets, increased trade and better pricing 
environment for tropical and other products of interest to 
the developing countries. 
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The Uruguay Round AOA was first step towards the 
reforms in agriculture trade. The Article XX of the Uruguay 
Round agreement on agriculture required WTO members 
to review the agreement after about five years, i.e. by the 
end of 1999 or beginning of 2000, for continuing the 
reforms started with the Uruguay Round. This provided 
opportunity to review the effect of implementation of UR 
AOA, and, in the light of this experience, move further 
towards establishing free, fair, and market-oriented 
agricultural trading system. Negotiations for the next 
Round of AOA were started in March 2000 and have 
passed through several phases. Presently, there is a 
complete stalemate as the WTO members could not come 
to an agreement. The reason for the delay and stalemate 
in concluding the new round is the sharp differences 
among the members on various aspects of AOA. 
Implementation of UR commitments has been a tough 
task for several member countries and it has exposed 
vulnerability of various segments of agriculture to global 
market forces. In most of the cases expectations placed 
on UR AOA or promises related to this did not materialise. 
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The promise was that trade liberalisation and 
implementation of AOA would bring large benefits to the 
developing countries through improved access to the 
developed countries‘ markets, increased trade and better 
pricing environment for tropical and other products of 
interest to the developing countries. However, there was a 
distinction between reality and the promise. 
 
The biggest challenge to the developing countries‘ 
agriculture in the post WTO period was posed by 
unprecedented and unforeseen decline in international 
agricultural prices. The prices of cereals, fish, sugar, 
cotton and beverage started declining after 1996 and 
reached historically almost the low level during last 25 
years around year 2000. Though there is some recovery 
in the price cycle in the recent years, yet the current level 
of prices of above mentioned commodities is 15 to 44 
percent lower than the prices prevailing in the beginning 
of WTO. Because of this decline in prices in post WTO 
period, developing countries‘ exports were badly hit and 
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several countries like India were taken aback by import 
influx of commodities, in which they thought they had 
strong competitive edge. This caused adverse impact on 
farmers‘ income, employment and livelihood security. 
 
The decline in international prices happened contrary to 
the projections that implementation of WTO AOA would 
result in reduction in subsidies and thus, increase in cost 
of production and prices. Developed countries responded 
to decline in global agriculture prices by providing huge 
support to their farmers to protect their incomes. However, 
the developing countries neither had mechanism nor 
resources to protect their agriculture and farmers against 
such adverse trading and pricing environment. As per the 
Uruguay agreement, the developed countries were 
committed to reduce base level of support (taken as 
average of years 1986- 88) to agriculture by 10 percent by 
the year 2000. In reality, OECD countries on the whole, 
and EU and USA in particular, provided much higher level 
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of subsidies to their farmers during most of the post WTO 
period as compared to the already very high base level. 
 
Further, more than 60 percent of this support was in trade 
distorting market price support. There is a feeling that the 
developing countries did not bargain properly in the UR 
discussion, while the developed countries secured the 
balance of AOA in their favour. Besides being 
discriminatory, the agreement is said to be ably 
manipulated by the developed countries to benefit their 
agriculture at the cost of developing countries. 
 
Because of all these reasons, the developing countries 
have turned highly conscious and are very careful about 
the minute details of various provisions of any future AOA. 
This has led to hardening of the positions, particularly 
relating to the excessive support and export subsidies in 
OECD countries, access to developed countries‘ market, 
and special and differential treatment. 
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Wide-ranging economic reforms introduced in India during 
1991 boosted the agricultural trade (exports as well as 
imports), and the net trade surplus in agriculture 
increased from $ 2 billion during 1992-93 to $ 4.33 billion 
during 1995-96. The trade got a fillip with WTO agreement 
during 1995, thereby resulting in the net trade surplus 
reaching $ 6.8 billion in 1996-97. However, the problems 
of downward trend in exports, increase in imports, sharp 
year to year fluctuations in net trade, erosion of self-
reliance, etc., started soon thereafter, despite further 
liberalization of trade. These trends raise questions about 
further liberalization of trade in general and specific 
commodities in particular, and the implications of present 
agreement including ongoing negotiations on AOA in 
WTO, etc. 
 
An analysis of the global trends after WTO indicates 
unprecedented decline in the global prices of agricultural 
commodities, severely hitting earnings from agricultural 
exports of the countries. India too could not gain much 
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from WTO and global liberalization, though India generally 
performs better than the other countries when the 
international price situation is favourable. As the exports 
are becoming increasingly competitive, it is not possible to 
promote exports without improving produce quality, 
efficiency and cost reduction. From the analysis of the 
trade scene and suggested future strategy by 
commodities, it is evident that: India is facing challenges 
in traditional export items; the challenge is not from the 
developed countries, but from the developing countries; 
major import of vegetable oils are from the developing 
countries (Malaysia and Indonesia); and India has done 
well in export of high value products to the developed 
countries. 
 
6.4.1 Impact on EXIM policy related to edible oil 
 
The role of trade in India‘s oilseed economy is determined 
primarily by trade policy. India‘s recent large imports of 
edible oil have been the result of reduced border 
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protection beginning in 1994. Oilseed imports, though no 
longer restricted by quantitative measures, are prevented 
by prohibitive tariffs and sanitary regulations. Exports of 
oil meals have been aided both by traditionally weak 
domestic feed demand and by the implicit support that the 
protected oil market affords to domestic oilseed 
processors. Edible oil trade policy from the 1970s until 
1994, most edible oil imports were conducted by the 
Government‘s State Trading Corporation, with   annual 
import quantities determined by an interministerial 
committee based on domestic supply, demand, and 
balance-of-payment conditions. Imports were particularly 
restricted during 1989-94, a period corresponding with the 
Technology Mission on Oilseeds, a government initiative 
to boost self-sufficiency in edible oils. Since 1994, when 
India began conforming to WTO rules and replacing 
quantitative trade restrictions with tariffs, oil imports have 
been placed under Open General License (OGL), allowing 
unlimited imports by private traders subject to applied 
tariffs. 
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Since the introduction of a tariff-based import regime in 
1994, applied tariffs have evolved from initially high rates 
(65-85 percent) during 1994-1995 to lower (20-30 
percent) tariffs during 1996-2000. They escalated again 
during 2001-04. High WTO bound rates of 300 percent for 
most oils have afforded India the flexibility to adjust tariffs 
upward. The major exceptions are crude and refined 
soybean oils, which are bound at 45 percent. Crude 
sunflower seed oil (50 percent) and refined rapeseed oil 
(45 percent) also have relatively low bound tariffs within 
150,000-ton tariff-rate quotas, but only small amounts of 
these higher priced oils are imported. The comparatively 
low 45-percent bound tariff on soybean oil has tended to 
limit the scope for upward adjustment of applied tariffs on 
other oils. This has been controversial among Indian 
policymakers who would like to increase protection for 
domestic oil and oilseed producers. Large differentials 
between soybean and palm oil tariffs, such as the current 
35 percentage points, create a market advantage for 
soybean oil that forces palm oil suppliers to cut prices. 
The scope for reducing oil imports by raising palm oil 
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tariffs has been limited because palm oil exporters reduce 
prices to remain competitive with soybean oil, and 
because importers substitute soybean oil for palm oil. 
 
In addition to adjusting tariffs, the Government influences 
the cost of imported oils through a system of ―tariff rate 
values,‖ or administered import prices used to calculate 
the tariff revenue due to the Government for each ton of 
imported oil. These were introduced in 2000 to prevent 
under-invoicing of prices by importers. The tariff values 
are adjusted periodically based on world prices. On 
occasion, however, tariff-rate values for soybean oil have 
been above actual market prices, resulting in an effective 
tariff above the 45-percent bound rate (Dohlman et al., 
2003). 
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6.4.2 Impact on edible oil trade 
 
India‘s oil imports expanded rapidly following the removal 
of quantitative restrictions in 1994, rising from an average 
of about 200,000 tons annually in the early 1990s to 5 
million tons, or about 44 percent of domestic 
consumption, during 2003-05. Import growth was most 
rapid during 1996-2000, when tariffs were relatively low, 
and was slowed by higher tariffs during 2001-05. 
 
Mindful of the price sensitivity of Indian consumers, India‘s 
oil importers have been highly price sensitive in 
determining the composition of oils imported. Palm oil, 
generally the lowest priced oil, has dominated Indian 
imports since the mid-1990s, accounting for about 75 
percent of oil imports during 2003-05. Soybean oil, 
generally the second cheapest oil in the market, 
accounted for about 23 percent of imports during 2003-05. 
Higher priced oils—including sunflower oil and oils 
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traditional to the Indian diet, such as peanut and rapeseed 
oil—were imported in only small amounts. Price is also a 
key determinant of the origin of oils purchased by Indian 
importers. The U.S. share of the Indian soybean oil 
market declined sharply when U.S. exports shifted from 
concessional shipments to commercial sales after the 
mid-1990s. The Indian soybean oil market is dominated 
by Argentina and Brazil, who offer consistently lower 
prices than U.S. suppliers (Dohlman et al., 2003; Schnepf 
et al., 2001).  
 
6.5 Emerging Challenges of WTO 
 
In the context of business, the challenges that arise out of 
WTO and globalization have to be met by three key 
players in the economy: The Government and Policy 
Makers, Business Associations and the Businesses. 
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a.  The Challenge before Government & Policy Makers: 
 
The Government and policy makers have the task of 
managing globalization and fall out of WTO agreements - 
socially, economically and politically. First the role of the 
state is changing from provider of goods and services to 
that of a facilitator. There are bound to be shifts in 
priorities and resource allocation. The transition is not 
going to be painless. 
 
Secondly, there are other dangers also in a country like 
India. Keeping in mind size of the country with its inherent 
multiplicity of caste, creed and culture and political parties 
thriving on them, the resultant fragmented mandates and 
era of coalition governments, there are greater chances of 
misuse of this 'fragmentism' by the vested interests for 
their short term benefits at the cost of the larger interests. 
The danger is that we might see opening up of only those 
sectors where political leaders have nothing much to lose-
politically or otherwise; the other sectors may remain 
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shackled, no matter how crucial their opening up be in the 
larger and long term interest of nation. 
 
The concern is compounded because much of the people 
who could benefit potentially from reforms - small 
entrepreneurs, farmers and un-organized labour, remain 
unaware of the benefits and lack a collective voice. The 
danger is that our policy makers might overlook the bigger 
picture. The sad part is that the way the successive 
Governments since 1991 have approached the subject, 
has only fortified this fear. 
 
The Government needs to take bold steps to increase 
competitiveness of Indian businesses. It will serve 
nobody's interests if high transaction costs, poor 
infrastructure and inefficient service sector monopolies 
are allowed to erode competitiveness of Indian 
businesses further when they are increasingly exposed to 
global competition. Quoting from UNCTAD Report, 
'special attention is required (of the Governments) to 
ensure a much larger contribution of the service sector to 
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economic and financial development. Global competition 
is based not only on product or process based advantage, 
but also on co-relative increase in profitability and 
competitiveness, based on information advantages and 
reduction in transaction costs'. 
 
Thirdly, a   paradigm shift in the entire decision making 
process is the need of the hour while formulating 
strategies for future negotiations in WTO. 
 
Partnerships need to be evolved between the 
Government and the affected groups. As the former 
Governor of Reserve Bank of India Mr. S. 
Venkitaramanan, has put it while reacting on the issue, 
"We should not face WTO without a proper strategy. Such 
a strategy cannot be made in New Delhi or Geneva. It has 
to involve urgently all those who are affected." 
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b. The challenge before business associations: 
 
A fundamental change is required in the functioning of 
Business Associations from being lobbyists to activists of 
information and knowledge. It is their foremost duty to 
study, collate and distribute information on developments 
taking place in International Organizations like WTO. The 
sector specific Associations should actively participate at 
international fora related to their sectors. They will have to 
create mechanisms to continuously study the 
developments at WTO and to keep informing their 
members of changes. The SME Associations will have to 
re-organize and re-orient themselves to this challenge for 
their members are most information starved. 
 
The World Trade Organizations and its agreements 
envisage an active role' for associations and NGOs. At 
multilateral Negotiations, e.g. Uruguay Round, the basic 
groundwork on a number of subjects in the agenda was 
carried out by associations of Industry and Trade. Their 
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work influenced the negotiations of their respective 
governments to a considerable extent. 
 
c. The challenge before businesses: 
 
Many Indian businesses are under the illusion that WTO 
and its agreements affect only those who are in 
international trade, importing or exporting something and 
do not affect those who are producing and selling 
domestically. Nothing could be more harmful than this 
belief. The fact is that those in international trade   would 
already know how it has started affecting them in a variety 
of ways. They are better aware of the change. To the 
unaware businesses, changes are coming in the form of 
shocks. No business, none whatsoever-operating in any 
field, will remain unaffected of WTO agreements. One of 
the most widely read books on WTO, "Business Guide to 
the Uruguay Round" (published by ITC/ UNCTAD and 
Commonwealth Secretariat) concludes with these 
remarks:  
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"To sum up, the ability of business persons to benefit from 
the improved institutional framework that has resulted 
from Uruguay Round will depend greatly on: 
 
a) Their knowledge of the trade rules and the rights 
that these give and obligations they impose.  
b) Their knowledge of the new opportunities for trade 
that have been created by countries 
c) The initiative they show in bringing to the notice of 
their governments their problems in selling so that 
Governments can raise the issues at appropriate 
levels under WTO." 
 
d. India and WTO 
 
Because of many provisions which are considered 
'detrimental to the interests of the nation', it has been 
argued that India should opt out of WTO. Our opting out, 
however, does not change the rules of the game that will 
be followed by the entire world. It could mean on the other 
hand, signing bi-lateral agreements with every trading 
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partner which in turn would surely be dictated by the 
balance of 'power' between the two. China- which opted 
out of WTO earlier, had to pay through its nose in signing 
bilateral agreements with USA every year. It ended up 
signing much harder IPR regime with USA than even 
smallest of nations under WTO umbrella. China is trying 
extremely hard to rejoin. Therefore, internationally the 
choice is whether the framing of rules of trade be 
developed within a 'System based on Agreed Rules as 
WTO' or simply by 'Power. Realising the consequences, 
Post World War II, nations have followed the former route. 
 
It would simply be suicidal for the economic development 
if India were to even think of quitting WTO. India, in her 
own interest, needs to strengthen the forum. 
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6.6 Suggestions 
 
Edible oil and oilseed sector has become highly sensitive 
sector post WTO, from the perspective of both - the 
producers and the consumers. 
 
Oilseed crops are highly susceptible to climatic 
fluctuations. Increased integration with international 
market further exposes small farmers and small as well as 
inefficient processors to violent fluctuations of prices and 
unjust subsidies showered by developed countries to their 
farmers. Government would have to proactively dilute 
negative consequences of increased integration to protect 
the interests of farmers and processors engaged in 
oilseeds.  
 
 
Edible oil is an essential element of food and also an 
essential commodity. Fluctuations in prices and/or quality 
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have serious repercussions on household level health and 
economy. Regulators would need to intervene more 
seriously towards both quality maintenance and price 
stability. 
 
More than half of the total edible oil requirement is met 
through import. Until early 1990s India was almost self 
sufficient in edible oil production. This clearly spells out 
that there is a need to increase the production and raising 
the yield levels of each of these oilseeds. The 
disproportionate changes observed in farm, wholesale 
and retail prices do not have the effect of inducing 
increased oilseed production in the country. Since the 
present system of marketing and distribution of oilseeds 
and oils largely operates through the unorganised private 
sector, there is absolutely no hope of protecting either the 
farmer's interest or the consumer's interest. Thus there is 
a need for guaranteeing stable and reasonable price to 
the farmer so that he may be confident of a fair price for 
increased production. This calls for participation of the 
farmer in the marketing, processing and distributional 
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channels in the oils and oilseeds sector through 
cooperative basis. Such system should be established to 
create more health) and competitive atmosphere in the 
sector and it should not be treated as a complete 
substitute for the existing system. This necessitates an 
active role of the Governments in effecting a vertical 
integration of production, marketing, processing and 
distributional channels in this sector. Such an integration 
will achieve, at the same time, an increase, in the farmer's 
share and reduction in the consumer's burden. 
 
Besides such vertical integration, the study also suggests 
that special measures should be taken to increase the 
yield rates of each of these oilseeds. A major impediment 
to the full exploitation of the technical breakthrough that 
has taken place so far in oilseed production is observed to 
be the insufficiency in seed production and timely supply. 
To stimulate improved oilseed production, an essential 
prerequisite is the production, distribution and utilization of 
quality seed of improved varieties. On the fertiliser front 
also, the utilization is observed to be very poor. The 
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effective use of fertiliser not only benefits the country to 
get maximum oilseeds production but also helps the 
farmer to get maximum revenue. This calls for an effective 
distribution  of improved seeds,  fertiliser and  pesticides 
and extension  of irrigation  facilities  under  each  of these 
oilseeds crops,  particularly  groundnut, rape/mustard and 
cotton.   All these strategic inputs should be subsidised or 
given at concessional rates to the oilseeds growers. It is 
observed in this study that these inputs have positive and 
significant  effect for augmenting supplies on the basis of 
cost benefit analysis, has  observed  the  social  
desirability of extension of irrigation facilities  to  un 
irrigated areas rather than concentrating on the areas 
which already have assured irrigation facilities. This needs 
all   possible   efforts by Governments   to   extend   minor 
and medium    irrigation   facilities   to   the areas   where 
rainfall is generally inadequate.   Thus the strategy for 
achieving higher productivity with less fluctuation in 
oilseeds production would require the adoption and 
diffusion of package of improved inputs and services at 
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the field level to turn out vast untapped potential into a 
reality. 
 
Risk factors which are also observed to be significant in 
acreage allocation should be tackled by extending the 
crop insurance measures, particularly   for   groundnut,   
rape/ mustard and cotton.   Prof. Dandekar has already 
formulated feasible crop insurance scheme and has 
provided the operational guidelines.    Implications   of 
crop   insurance schemes for small farmers of Gujarat are 
examined by Dave and Bharadwaj and empirically  
support  for  the  hypothesis   that  poor people are  more 
risk averse than rich ones is obtained therein. Hence risk 
factors need to be considered through introduction of 
feasible crop insurance schemes so as to mitigate 
adverse consequences of uncertainties being faced by 
farmers leading to wide fluctuations in acreages under 
oilseeds. 
 
Another major area of oilseeds production policy that 
needs to be considered relates to the diversion of more 
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cottonseed for oil extraction and to improve the existing 
crushing and grading techniques of oilseeds which 
increases oil recovery rate considerably. If the five major 
oilseeds are crushed in an efficient manner and 85 to 90 
per cent of the available cottonseed is used for oil 
extraction, a substantial additional domestic supply of oil 
would be available which possibly would wipe out the 
present supply-demand gap in the vegetable oils sector 
and help to create exportable surplus of oils and oilseed 
products-particularly groundnut and castor oils Thus, 
sufficient research and development efforts should be 
made to promote the utilization of cottonseed for oil 
extraction purpose and popularise the efficient techniques 
of crushing and grading of each of these oils and oilseeds 
in the country. 
 
From the standpoint of ensuring protein and energy in the 
Indian dietary system, it is critically important to provide 
for some increase in per capita consumption of edible oils. 
One possible way out is to promote the consumption of 
cottonseed oil for direct consumption and vanaspati 
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preparation, cottonseed oil which contains 54 per cent 
linoleic acid against only 29 per cent in the case of 
groundnut oil is considered to be very good from the 
health point of view. Thus, the current emphasis should 
be on the development of polyunsaturated oils like 
cottonseed oil which is one possible way out to help the 
country in the face of increasing demand for edible oils in 
the future. In situations of shortages, to maintain prices at 
reasonable level and to ensure regular supply of oils and 
oilseeds (which helps both farmers and consumers), there 
is an urgent need of creating a buffer stock of oils and 
oilseeds by the State Trading Corporation. 
 
From the viewpoint of exports, India is considered as an 
undependable source of supply in the foreign market 
because the exports are thought of only when there is a 
residue after meeting domestic demand. In order to 
maximise foreign exchange earnings from oils and 
oilseeds products, there is an urgent need to create a 
minimum level of exportable surplus of oils and oilseed 
products particularly HPS groundnut and castor oil. This 
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can be done by increasing the share of cotton seed oil in 
the manufacture of vanaspati and soap and by developing 
the taste for cottonseed oil among the masses. Since 
HPS groundnut and castor oil have great export 
potentiality in the world market leading to earning of 
precious foreign exchange for the country, the cheaper 
and nutritionally rich substitutes like palm/soybean oils 
should be imported liberally in the country in order to 
maintain minimum levels of exportable surplus of these 
oils and oilseeds. Adequate efforts should also be made 
to promote the effective use of these five major oil 
sources in the country. 
 
6.7 Areas for further study 
 
In the present study, the scholar has attempted to 
understand the functioning of the oils and oilseeds sector 
at macro level and likely implications of post-WTO regime 
on the sector. The analysis has emphasised proactive 
intervention for protecting interests of farmers and 
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domestic processors, the need for augmenting supply 
through vertical integration, ensuring nutritional 
requirements of oils for all sections of society and 
minimising the role of intermediaries to reduce the 
disproportionate changes in prices.  
 
Oilseed sector is complex and each oilseed has its own 
peculiarities. Further study needs to look at each oilseed 
in matters related to: 
 
1. Global scenario  
2. Market environment 
3. Consumer‘s interest 
4. History of their production in India 
5. Production related features such as: 
a. Effective utilization of strategic inputs to 
augment oil-seeds production; 
b. Improving crushing and grading techniques 
especially in relation to cottonseed; 
6. Institutional    and    organizational changes in 
market structure for farm products; and 
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7. Marketing margins, intermediaries' role and 
distributive costs. 
8. Relevant measures of WTO and their likely 
implications from the perspective of all stakeholders 
– farmers, processors, trade channels and 
consumers. 
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7 SCHEDULE – DOCUMENTATION RELATED TO 
SAFEGUARD DUTY 
 
7.1 Trade notice issued by Director General 
 
The Safeguard Duty Rules requires an application for 
safeguard, investigation to be in the form as specified by 
the director general. The director general has issued a 
Trade Notice in this behalf prescribing the information to 
be provide in an application for safeguard and the 
supporting documents required to be submitted therewith. 
The Trade Notice having been issued under the authority 
of the Rules has the force of law. The application need to 
abide by provisions contained in the Trade Notice.    
 
Attention of the Trade and industry is invited to Section 8B 
of the Customs Tariff Act of 1975 and the customs Tariff 
(identification and  
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Assessment of safeguard Duty) Rules, 1997 framed there 
under (hereinafter referred to as the Safeguard Rules) 
 
In accordance with the provisions of the Safeguard Rules, 
safeguard duty can be imposed on any product imported 
into the country, in such increased quantities, absolute or 
relative to domestic production, and under such conditions 
as to cause or threaten to cause serious injury to the 
domestic producers of like or directly competitive 
products, irrespective of the source of origin of the 
imported product 
 
The safeguard duties can be imposed for a short duration 
with the immediate intention of preventing or remedying 
serious injury to the domestic industry. Such a measure 
would, however, also require the industry to adjust itself to 
the new situation of the competition offered by the 
increased imports. A safeguard measure can be imposed 
only after the Director General arrives at a finding , after 
due investigation, that the increased import of particular 
product(s) are causing or are threatening to cause serious 
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injury to the domestic producers of like –or directly 
competitive articles.    
 
An application for initiation of a safeguard investigation 
can be made by any aggrieved product / manufacturer, 
trade representative body, firm or institution, which is 
representative of domestic industry. This application 
should be in the prescribed format and should include 
information as detailed in Annex to this Trade Notice 
along with all supportive evidence /data / annexes. 
 
The following further requirements need to be fulfilled by 
all parties concerned: 
  
Information should be provided for the most recent period 
of three years (or longer) for which data is available. 
 
The details of the source of information must be provide 
along with copies of source document wherever 
practicable. 
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Information provided on confidential basis, on cause being 
shown, be treated as confidential information. Confidential 
information should be provided separately and not mixed 
up with the non-confidential information. Each page of the 
confidential information should be clearly and distinctly 
marked ‗ Confidential‘ in bold letter both at the top right 
hand and bottom right hand side of the page. Non – 
confidential summary of confidential information. If the 
confidential information cannot be provided in a 
summarized or generalized form or non-confidential basis, 
such information may be disregarded unless it is 
demonstrated by the supplier of the information to the 
satisfaction of the investigating authorities from 
appropriate sources that the information is correct. 
 
Applicant(s) shall submit initially two copies of the 
application together with all supportive enclosures, data 
and annexes. Once the application is found to be properly 
documented and complete in all respects, applicants will 
be required to provide sufficient number (number of 
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interested parties + seven) of copies of the application 
along with all enclosures/annexes etc. 
 
If any application is found to be incomplete or deficient in 
any manner, it may be returned (after retaining one copy) 
to the applicant(s) for necessary action. 
 
Documents which are not clearly legible and/or which are 
not authenticated by the submitter thereof, may be 
disregarded. 
 
Subject to the provisions of rules in this regard, on cause 
being shown, a party to the investigation may be 
considered as an interested party. 
 
Request received within 15 days of publication of a notice 
of initiation of investigation for inclusion of any party to the 
investigation as an interested party, may be considered by 
the Director General (Safeguards) and a list of interested 
parties shall be established by the Director General within 
 440 
21 days of the publication of notice of initiation, a copy of 
which shall be sent to all interested parties. 
 
A public file containing all relevant material (non-
confidential) shall be available for inspection by all 
interested parties in the office of the Director General 
(Safeguards). 
 
Information presented orally by any interested party in a 
public hearing shall be submitted in writing by such party 
to the Director General within 5 days of the hearing or 
within such period as allowed by the Director General. 
Interested Parties may collect copies of such submissions 
on a day indicated by the Director General and submit 
rebuttals, if any, within such period as allowed by the 
Director General. 
 
Any evidence or any other submissions made by any 
party shall be provided in sufficient number of copies 
(number of interested parties + seven) to the Director 
General. 
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All notices shall be displayed on the notice board of the 
Directorate General for a period of 10 days from the date 
of the notice. 
 
An English translation of any information provided in a 
language other than Hindi or English would need to be 
supplied simultaneously by the submitter of the 
information, failing which the information may be 
disregarded. 
 
All information/material should also preferably be provided 
on 3-1/2‖ (three and a half inch) floppy in word for 
windows compatible format or on a CD. 
 
7.2 Application Form 
 
I. General information 
Date of Application 
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Applicant(s): Provide name (s) and address (es) of the 
applicant (s). 
Domestic Producers of the like or directly competitive 
products on whose behalf the application is filed (Give 
details of all domestic producers who support the 
application). 
Information on production accounted for by the domestic 
producers of the like or directly competitive products (in 
respect of those domestic producers who support the 
application). 
Information on the total domestic production of the 
product concerned of the like or directly competitive 
products (in respect of all producers whether they support 
the application or not). 
 
 
II. Product in respect of which increase in imports alleged 
 
Name of the product: 
Description: Provide full description of the product 
including chemical formula, grade / constituent materials / 
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components, process of manufacture in brief, uses and 
inter-changeability of various grades, etc. tariff 
classification: Provide the classification of the product 
under the HS classification as well as Indian Customs 
Tariff Classification at 6/8/10 digit level. 
 
Import Duty: Provide information relating to rates of import 
duty levied during the past three years. If the product 
enjoys any concessional or preferential treatment, provide 
details. 
Country (ies) of Origin: Provide name (s) of country (ies) 
where the product has originated (where the country of 
origin is different then the country of export, the name of 
the country of origin should also be provided. 
 
Provide a list of all known foreign producers, exporters & 
importers of the imported product, country-wise, together 
with names and address of concerned trade association 
and user associations etc. 
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Information on major industrial users, organization of 
industrial users and representative consumer 
organization. (In case the product is commonly sold at 
retail level). 
 
Export Price: Details of export price of the imported 
Product exporter/country-wise and the basis thereof 
(provide the f.o.b./c.i.f. price at which the goods enter into 
India). 
 
III. Increased Imports 
 
Provide full and detailed information regarding the import 
of the said product in terms of quality and value year wise 
for the last three years (or longer). 
 
Provide break up of (1) above country wise in absolute 
terms as well as percentage of the total imports of the 
said product. 
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Provide full and detailed information on the share of the 
imported products and the share of the domestic 
production of the like product and the directly competitive 
products in the total domestic consumption for the last 
three years (or longer) both in terms of quantity and value. 
Provide information on factors that may be attributing to 
increased imports. 
 
IV. Domestic Production 
Details of the like product and directly competitive 
products produced by the domestic producers. 
Information similar to II above i.e. 
 
1. Details of domestic producers 
2. Name 
3. Description 
4. Tariff classification both under the central Excise 
tariff as well as under the Customs Tariff. 
5. Names and address of all known domestic 
producers and concerned trade associations and 
users associations etc. 
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6. Details of production accounted for by each of the 
Producers at 2 above. 
7. Details of total domestic production. 
8. Installed capacity, capacity utilization and fall in 
capacity utilization etc. 
 
V. Injury or Threat of injury 
 
Impact of increased imports on Domestic industry: 
Detailed information on how the increased imports are 
causing serious injury or threat of serious injury to the 
domestic industry. This should, inter alia, include 
information on: 
 
Sale volumes, total domestic consumption and how the 
market share of domestic production has been affected. 
 
Price  undercutting/price depression/ prevention of rise in 
prices. Information on cost of production and how the 
increased imports have affected the prices of domestic 
production needs to be provided. 
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Any significant idling of production facilities in the industry 
including data indicating plant closure or fall in normal 
production capacity utilization. 
 
Loss of employment 
Financial situation: Full information on the financial 
situation of the domestic industry including information on 
decline in sales, growing inventory, down ward trend in 
production, profits, productivity or increasing 
unemployment need to be provided. 
 
V. Other Factors of injury: Provide details of any other 
factors that may be attributing to the injury to the domestic 
industry and an explanation that injury caused by these 
other factor is not attributed to injury caused by increased 
imports. (information on injury caused due to dumping or 
subsidization, if any, needs to be specifically provided 
here. Also mention if any application for anti-dumping or 
countervailing duty investigation has been filed) 
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VI. Cause of injury 
Please provide an analysis of data presented above 
bringing out a nexus between the increased imports, 
either actual or relative to domestic production, and the 
injury or threat of injury caused to the domestic industry 
and the basis for a request for initiation of safeguard 
investigation under the Customs tariff (identification and 
assessment of safeguard duty) Rules, 1997. 
 
VII. Submission 
(a) A statement describing the measure requested 
including: 
 -Nature and quantum of safeguard duty requested 
-Purpose of seeking the relief and how such 
objective will be achieved. 
-Duration for which imposition of safeguard duty is 
requested and the reasons therefore. 
(b) If a request is made for provisional safeguard 
measures, full and detailed information regarding 
existence of critical circumstances and how delay would 
cause damage which it would be difficult to repair. 
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(c) If the safeguard measures are requested to be 
imposed for more than one year, details on efforts being 
taken and planned to be taken or both to make a positive 
adjustment to import competition with details of 
progressive liberalization adequate to facilitate positive 
adjustment of the industry. 
 
VIII. Annexes 
 
All supporting information can be provided as annexes to 
the application. (the main information must be provided at 
the appropriate places. The details of the information can 
be provided in annexes). 
 
Note: The same format can be adopted for making an 
application under the customs tariff (Transitional Products 
Specific safeguard duty) Rules, 2002. 
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7.3 Questionnaire for Domestic Producers 
 
Section I: General information:  
(i) Complete details about identity 
 (a) Name of the enterprise, location of works  
 (b) Address of the registered, marketing and head 
office  
         (c) Telephone No./Fax No./e-mail 
 (d) Contact Person  
(ii) Corporate structure. 
(iii) Commodities manufactured. 
(iv) Distribution and marketing system. 
 
Section II: Like or Directly Competitive Product 
(i) Details of like or directly competitive products(s) 
produced by You 
 (a) Name of the product: 
 (b) Description of the product, including various 
grades, sizes, models or type etc. Basis for 
classification: 
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(c) Qualities and the characteristics of the 
products: 
(d) Uses of the product: whether different grade / 
off specs can be used interchangeably: 
(e) Substitutability of the product giving details of 
perception of the consumer and the manufacturer and 
commercial channel: 
(f) Raw materials and components and other input 
used for the production: 
(g) Process of production/ manufacture: Complete flow 
chart with description to be given: 
(h) Tariff classification (under the Central Excise Tariff 
ACT, 1985) 
 (i) Rates of Central Excise duty during last 3 
years: 
 (ii) (a) Description of imported product as in (i)  
   above with tariff classification: 
  (b) Narrate how your product can be 
considered as like or directly competitive product to (a) 
above:  
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(iii) Details of industrial users/ consumers of  you‘re 
products-please furnish segment wise list of major 
consumers: 
(iv) Details of industrial users/consumers of imported 
product: 
(v) Details of cost production showing variable and 
fixed costs separately. The variable costs to include raw 
material, chemicals and consumable (stores) water, 
powder & Fuel charges, Direct labour etc. and the fixed 
cost to include finance cost (interest), 
Depreciation,Repaires & maintenance, Administrative 
overheads etc: 
 
Section III: Injury 
(i) Production line-wise details of plant and machinery 
installed. Expenses incurred in installing the same. 
Additions made during the last three years. Further 
investments committed: 
(ii) Information on further plans of capital investment. 
(iii) Source of funds: 
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(iv) Installed capacity and capacity utilization for the last 
three years, variety wise for each product. 
(v) Details of production, sales and stocks for the last 
three years financial years (month wise) both in terms of 
quantity and value for each product. (Please do not 
include imports, if any, made by you here). 
(vi) Details of sales in the domestic market, both in 
terms of quality and value. (Please do not include sale of 
imported material here). Give separately any quantities 
used captively for the last three financial years (month 
wise). 
(vii) Details of country wise export both in terms of 
quantity and value. (Please do not include any imported 
material, if re-exported, here) to whom exported and what 
price. Please explain difference in export price vis-à-vis 
domestic price. Details of deemed export if any may also 
be furnished. 
(viii) Information regarding sales prices. (for the last three 
years).Relisations for bulk and packed form separately. 
Please also indicate separately then quantity (ies) sold in 
bulk and in packed form. 
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(ix) Major raw material used and their prices for the last 
three years. Also indicate the ratio of consumption to the 
finished product. 
(x) Effect of changes in prices of raw materials on cost 
of production and selling prices for the last three years. 
(xi) Information on fair market price which you expect to 
receive and basis thereof i.e. cost of production, giving 
details of cost of raw materials, labor, overheads, etc. for 
the last three years.(Give details separately for fixed and 
variable costs at different capacity utilization)p 
(xii) Information of rebates/ discounts offered on 
domestic sales during the last three years month wise. 
(xiii) Please give details of any subsidy including freight 
subsidy received by you-nature amount – who gives the 
subsidy and why. 
(xiv) Information on profit and loss on sales for the last 
three years separately for each product variety wise. 
(xv) Details of persons employed and loss of 
employment, if any, during last three years. 
(xvi) copies of balance sheets or other statements of 
accounts for the last three years. 
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(xvii) Details of information on assets and financial 
position of the enterprise. 
(a) Please provide details of the impact of reduction in 
import duties / removal of import restrictions on the 
product for which protection is sought. 
(b) Please provide details of other circumstances that 
have contributed to the increase in imports. 
(c) Please provide information in respect of 
circumstances that have helped the exporters in the 
international market in sending increased quantities to 
India. 
(d) Please provide details of demand for the product for 
the past three years and anticipated growth if any reasons 
for decline or increase may also be furnished. 
Section IV: information on adjustment plan 
 (i) How do you think injury can be removed? 
 (ii) Please specify the quantum and duration of 
safeguard duty that can help you in adjusting to the new 
situations of competition offered by increased imports. 
(iii) Please specify the progressive liberalization of the 
safeguard duty. 
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(iv) Please specify the restructuring plan of your unit to 
adjust to the new situation of competition offered by the 
increased imports. What steps have been taken so far for 
enhancing the capacities? 
(v) How can the further proposed restructuring plan be 
implemented? 
(vi) Please provide an estimate of year wise reduction in 
cost of production (or quantum of other benefits – 
separately) that may be achieved as a result of re-
adjustment. 
(vii) A non-confidential summary of your restructuring 
plan may be furnished. Unless the same is provided, the 
information provided confidential basis may not be taken 
on record: 
 
Section V: Information on import, if any 
(i) Are you importing the product (or similar product) as 
described in Section II (ii). 
(ii) If yes, please list all imports made during the last 
three years giving detail of products imported, quantity, 
value, duty paid, etc. 
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(iii) Explain reason for imports. 
(iv) Give details of marketing and distribution channel 
and disposal of imported goods. 
(v) Provide a list of end users to whom the imported 
product has been sold by you. 
(vi) Effect of these imports on your domestic sales. 
(vii) Details of month wise imports into India as a whole 
and its CIF price for the last three years. 
(viii) Why the price of imports to India is lower compared 
to other countries. 
(ix) Names and address of exporters to India. 
 
Section VI: Miscellaneous Information 
(a) Details of shutdown and reason therefore during the 
last three years along with stock position during the 
shutdown. 
(b) Details of orders placed by consumers which could 
not be executed or was considerably delayed during the 
last three years along with reasons. 
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7.4 Questionnaire for importers 
 
Section I : General Information 
 (i) Complete details about identity 
  (a) Name of the enterprise 
  (b) Address 
  (c) Telephone No. / Fax No. / e-mail 
  (d) Contact person, address and telephone 
No. 
 (ii) Corporate Structure. 
 (iii) Distribution and marketing channel. 
 
Section II: Details of imported product 
 (i) Name of the product imported by you. 
 (ii) Description of the product including various 
grades,  
  sizes models or type etc. 
 (iii) Quality and characteristics of the product. 
 (iv) Uses of the product. 
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(v) Raw materials and components and other inputs 
used for the production. 
(vii) Rtes of Customs duty during last three years paid 
on imports. Please give break up and copies of supporting 
documents (e.g.) bill of entry, invoice etc.) 
(viii) Details of industrial users/ consumers of imported 
product. 
 
Section III: Volume and price of imports 
(i) Please list all imports (for each product variety wise) 
giving details of country of export, quantity imported, CIF 
value, currency conversion ratio etc. for the last three 
years, (April to march) month wise/ quarterly, quantities 
imported during the said period separately for duty free 
imports and duty paid imports. 
(ii) Terms of payment 
(iii) Details of import licenses / import policy governing 
the imports. 
 
Section IV: Information about suppliers 
 (i) Name of the exporter 
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 (ii) Address 
 (iii) Telephone, Fax Nos. 
 (iv) Contact person, address & Telephone No. 
 (v) Whether the exporter is producer / merchant 
exporter /trader. 
(vi) What is the annual capacity of the exporter (if he is 
a producer) 
(vii) What are your relations with the exporter 
(viii) What are your terms of business with the exporters 
i.e. term of payment, further commitment of imports etc. 
 
7.5 Questionnaire for Exporters 
 
Section 1: General Information 
 
 (i) Complete details about identity 
  (a) Name of the enterprise 
  (b) Address 
  (c) Telephone No./ Fax No. / e-mail 
  (d) Contact person 
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 (ii) Distribution and marketing channel 
 
Section 2: Details of exported product 
 
 (i) Name of the product exported by you 
(ii) Description of the product including grades, sizes 
 models or types 
 (iii) Quality and characteristics of the product 
(iv) Raw material / components and other inputs used 
for production. 
(v) Details of industrial users / consumers in India. 
 
Section 3: Capacity, production, volume and prices of 
exports 
(Details may preferably be furnished for financial year 
April-March) 
 (i) Capacity: Last year/ Current year 
 (ii) Production: Last year/ Current year/ Next year 
 (iii) Cost of production during the above periods. 
 (iv) Selling price per unit in domestic market 
during the above  period. 
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(v) Export /Selling price per unit in India during the 
above periods 
(vi) Whether you have any agent or office in India ,if yes 
their names and address, Tel.No., Fax No. 
(vii) Quantity exported to India during the last three 
years and current year. 
(viii) Your commitment to supply the product in different 
markets including India. 
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